MINENN@ INCOM HEALTH PROGRAM FOR AMERICA—VOLUME 4 
iff RBC 
=“ BUILDING 


AMERICAS 











A REPORT TO THE PRESIDENT 
RR< Ind a 


THE PRESIDENT’S COMMISSION ON THE HEALTH NEEDS OF THE NATION 





IN FIVE VOLUMES 


Findings and Recommendations— Volume | 
America's Health Status, Needs and Resources-—- Volume Il 
America's Health Status, Needs and Resources—A statistical appendix— Volume Ill 
Financing a Health Program for America— Volume IV 


The People Speak—Excerpts From Regional Public Hearings on Health—Volume V 


HT. 





Med 
K24640 


FINANCING A HEALTH PROGRAM FOR AMERICA—VWOLUME 4 


BUILDING 


AMERICAS 








A REPORT TO THE PRESIDENT 
BY 


THE PRESIDENT’S COMMISSION ON THE HEALTH NEEDS OF THE NATION 


THE ROYAL SANITARY INSTITUTE LIBRARY 
90, Buckingham Palace Road, London, S.W.I. 


Class No. REO/A 2a Acc. No. 4.2936 


This book is returnable on or before the last date Marked below 


WELLCOME INSINIUIE 
L! 


ermar©r y¥ 
be} 9 wie 
A LID 


walliOmes 






 . Ge Welle ce @Me i « ome c= r= Price $1.50 


i 


ASSIGNMENT FROM THE PRESIDENT 


Kistablishing the President’s Commission 


on the Health Needs of the Nation 


WHEREAS our Nation’s strength is directly dependent upon the health 
of its people; and 

WHEREAS the needs of our military, defense-production, and civil-de- 
fense programs for an assured and adequate supply of personnel and 
services present special problems in the allocation of our health resources 
during this emergency period; and 

WHEREAS it is essential that at all times adequate provision be made 
to meet the health needs of the general public, including veterans; and 

WHEREAS an objective appraisal of the effect of actions taken to pro- 
vide for immediate and emergency needs is essential at this time in order 
that we may continue to meet long-term requirements for safeguarding and 
improving the health of the Nation: 

Now, THEREFORE, by virtue of the authority vested in me as President 
of the United States, it is ordered as follows: 

Section 1. There is hereby established a commission to be known as 
the President’s Commission on the Health Needs of the Nation, which 
shall consist of a chairman and fourteen other members to be designated 
by the President. 

Section 2. The Commission is authorized and directed to inquire into 
and study the following: 

(a) The current and prospective supply of physicians, dentists, 
nurses, hospital administrators, and allied professional workers; the 
adequacy of this supply in terms of the present demands for service; 
and the ability of educational institutions and other training facilities 
to provide such additional trained persons as may be required to meet 
prospective requirements. 

(b) The present ability of local public health units to meet demands 
imposed by civil-defense requirements and by the needs of the general 
public during this mobilization period. 

(c) The problems created by the shift of thousands of workers to 
defense-production areas requiring the relocation of doctors and other 
professional personnel and the establishment of additional facilities 
to meet health needs. 

(d) The degree to which existing and planned medical facilities, 
such as hospitals and clinics, meet present and prospective needs for 
such facilities. 
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(e) Current research activities in the field of health and the pro- 
grams needed to keep pace with new developments. 

(f) The effect upon the continued maintenance of a desirable stand- 
ard of civilian health of the actions taken to meet the long-range 
requirements of military, civil-defense, veterans’ and other public 
service programs for medical personnel and facilities. 

(g) The adequacy of private and public programs designed to 
provide methods of financing medical care. 

(h) The extent of Federal, State, and local-government services 
in the health field, and the desirable level of expenditures for such 
purposes taking into consideration other financial obligations of 
government and the expenditures for health purposes from private 
sources. 

Section 3. The Commission shall present to the President in writing 
such interim reports and final report of its studies of the subjects desig- 
nated in section 2 of this order, including its recommendations for govern- 
mental action, either legislative or administrative, as it shall deem 
appropriate. 

Section 4. In connection with its inquiries and studies, the Commission 
is authorized to hold such public hearings and to hear such witnesses as it 
may deem appropriate. 

Section 5. All executive departments and agencies of the Federal 
Government are authorized and directed to cooperate with the Commis- 
sion in its work and to furnish the Commission such information and 
assistance, not inconsistent with law, as it may require in the performance 
of its functions and duties; but this order shall not be construed as other- 
wise modifying the functions or responsibilities of any such department 
or agency. 

Section 6. The expenditures of the Commission shall be paid out of 
an allotment made by the President from the appropriation entitled 
*““Emergency Fund for the President, National Defense” (Title III of the 
Independent Offices Appropriation Act, 1952, Public Law 137, 82d Con- 
gress, approved August 31, 1951). Such payments shall be made without 
regard to the provisions of (a) section 3681 of the Revised Statutes of the 
United States (31 U. S. C. 672), (b) section 9 of the act of March 4, 1909, 
35 Stat. 1027 (31 U. S. C. 673), and (c) such other laws as the President 
may hereafter specify. 

Section 7. The Commission shall cease to exist thirty days after rendi- 
tion of its final report to the President under section 3 of this order, or 
one year after the date of this order, whichever shall first occur. 

Harry S. TRUMAN. 
THe Waite House, 
December 29, 1951. 
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PREFACE 


Facts and ideas in regard to financing a health program for America 
are presented in this volume. This part of the report of the Com- 
mission was prepared in order to bring together in one volume some 
of the basic facts on health expenditures and to include the excellent 
statements presented to the Commission by the participants in the 
Panel on Financing a Health Program. These participants repre- 
sented many different points of view as well as a wide diversity of 
experience. 

Health expenditures cannot be studied adequately without infor- 
mation about health personnel, facilities, and services. The amount 
and quality of the product we buy as well as how much we spend 
must be considered. This particular volume does not contain data 
about personnel or facilities nor does it delineate the state of the 
Nation’s health. These are dealt with in other parts of the report, 
especially volumes IT and III, to which the reader is referred. For 
help in the preparation of this volume we are deeply indebted to 
many individuals and organizations. We should like to acknowledge 
with particular appreciation the contributions of the panel participants 
whose papers appear in Part I. While we should like to thank 
each of the many individual contributors to Part I], the list would 
be too long. We should, however, like to express our deep apprecia- 
tion to the many organizations, public and private, whose staff 
members were of great assistance. Among the private organizations 
which gave considerable help on this volume especially were the 
Health Insurance Council, Blue Cross Commission, Blue Shield 
Commission, Cooperative Health Federation of America, the American 
Medical Association, the American Hospital Association, the Amer- 
ican Dental Association, Permanente Health Plan and other private 
organizations. 


Among the governmental agencies whose assistance was invaluable 
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tation Bureau of Internal Revenue 
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MEDICAL CARE EXPENDITURES IN RELATION 


TO FAMILY 
INCOME 


SEYMOUR E. HARRIS, PH. D. 


Professor of Economics 
Harvard University 
Cambridge, Massachusetts 


1. Expenditures To Be Included 


For the purposes of this discussion, I include ex- 
penditures for medical services of all kinds in- 
clusive of public health services. Therefore, we 
include outlays for medical education, research, 
physicians and other personnel, hospitals, drugs, 
insurance, etc. We do not include expenditures 
for sickness (i. e., loss of income as against health 
insurance). Insofar as sickness insurance is used 
for medical care, the totals are considered. What 
is excluded is the difference between premium on 
sickness insurance and what is actually spent on 
medicine. In 1950, the Social Security Board 
estimated these benefits under income loss in- 
surance at $359 million. In 1949-50, $368 million 
were spent by State and local governments on 
other insurance, probably mainly sickness (income 
loss) insurance. ! 


2. Relate Medical Expenditures to 
What? 


The obvious comparison is of annual medical 
expenditures to annual national income, that is, 
the net output of goods and services in a year. 
For various reasons this is not the ideal measuring 
rod. Thus we want to include both Government 
and private outlays. Yet, national income is not 
the appropriate base to measure against for 
Government outlays, for these outlays are financed 


1 Social Security Bulletin, October 1951, p. 15; December 1951 p. 23. 


INCOME AND NATIONAL 


out of taxes that are not by any means all in- 
cluded in national income. 

Thus in 1950 the gross national product of 
$283 billion included $21 billion of capital con- 
sumption allowances and $24 billion of indirect 
business taxes, which are not included in national 
income. Since neither of these items is available 
for private medical outlays, they should be ex- 
cluded from any variable measuring the impor- 
tance of private medical outlays. But for measur- 
ing government outlays, we compare income 
plus indirect business taxes. It may be assumed 
that Government is financed out of this total. 

Actually national income ($239 billion in 1950) 
is not the best measure for assessing the burden of 
medical expenditures. National income minus 
retained corporate earnings, corporate income 
taxes and contributions for social security ($34 
billion) plus transfer payments and Government 
interest ($20 billion) gives personal income, 
obviously, a better index of capacity than national 
income. Out of personal income, private medical 
outlays are financed. For some purposes an even 
better index is disposable personal income (per- 
sonal income— personal taxes). 

Hence we compare: 

1. Personal income and private medical ex- 
penditures. 

2. Disposable personal income and private 
medical expenditures. 

3. National income plus indirect business 
taxes and Government medical expenditures. 

4. A combined index of (1) and (3), weighted 
to give over-all expenditures. 


3. Government vs. Private Outlays 


Part of the outlays usually registered here as pri- 
vate are in fact financed by Government. Thus 
a substantial part of the receipts from assistance, 


4 


veterans’ pensions and compensation, and various 
insurance programs are spent for medical purposes. 
We shall make a rough estimate of the amounts 
spent privately but in fact financed by Govern- 
ment. We should, however, distinguish the 
amounts spent out of insurance funds from those 
spent out of assistance programs. (Though bene- 
fits under Old Age and Survivors’ Insurance now 
and for many years will greatly exceed the con- 
tributions of the annuitants.) 

In 1949-50, Government spent more than 
$9 billion for income maintenance programs— 
retirement programs, unemployment and tempo- 
rary disability insurance, workmen’s compensa- 
tion, veterans’ retirement and compensation. Ap- 
proximately one-half went to retirement programs. 
On the assumption that 5 percent of the benefits 
other than retirement (except veterans) were 
diverted to medical care, 10 percent of retirement 
income (health outlays seem about twice as large 
for this group), and 7% percent for veterans’ re- 
tirement, survivors’ and disability programs, then 
the Government in fact finances $700 million of 
medical care expenditures which on the record 
seems to be financed out of private resources. 
But approximately $1 to $1% billion of the bene- 
fits, or $50 to $100 million of related medical out- 
lays, are paid for out of private contributions to 
insurance. Hence the net amount involved is 
$600 to $650 million.” 


4. Statistical Difficulties 
a. Hospitals 


According to the Department of Commerce, per- 
sonal expenditures on privately controlled hos- 
pitals and sanatoria for 1951 amounted to $2,140 
million. The Department apparently obtains this 
figure by adding to expenditures of bee ti de- 
preciation allowances. 

This total is not exactly an indication of per- 
sonal consumption expenditures nor of total hos- 
pital expenditures. Table 7.3 gives $3,912 billion 
for expenses of all hospitals, inclusive of Govern- 
ment. It apparently is a practice of hospitals to 
charge less than costs. Excluded from charges 
are capital costs and often parts of maintenance 
expenses. 

Insofar as the excess of costs over consumer 


? For relevant figures on which these estimates are based, see Social Security 
Bulletin, October 1951, p. 15; and July 1, 1952, pp. 15, 19. Table gives $225 
million for public assistance medical outlays (D-20). 


expenditures is made up by Government outlays, 
then the difference is to be found in Government 
expenditures. (In 1944, taxes accounted for 47.4 
percent of all hospital income, patient fees, 43.1 
percent, with endowment accounting for 2.9 per- 
cent and other 6.6 percent).* 

But part of the outlay escapes because gifts and 
endowments carry part of the charge. In the 
inclusion of total (not hospital) outlays, however, 
we estimate the contributions of philanthropy for 
endowment. 

Even the inclusion of Government outlays does 
not exactly solve our problem. The difficulty in 
part is that Government expenditures include 
both capital and maintenance. In the years 
1948-51, for example, when construction was 
large, the inclusion of Government outlays raises 
current expenditures on services: a dispropor- 
tionate part of the capital costs is charged to 
current expenditures in these years. Inclusion of 
excessive capital charges for new construction 
offset to some extent the exclusion of part of 
capital costs incurred in earlier years. 

In general, the public receives much more hos- 
pital service than is suggested by the Department 
of Commerce totals for personal outlays, a total 
not in fact of private outlays but private hospital 
expenditures plus depreciation. A part of what 
goes for private outlays is in fact Government 
outlays on hospitals—exclusive of Government 
hospitals. (This is true insofar as private hos- 
pital outlays are financed by Government.) 

In 1944, it was estimated that hospital facilities 
were worth $28.81 per capita and maintenance 
charges, $9.29 per capita.* At 1951 prices, the 
facilities may conservatively be estimated at $50 
per capita and maintenance charges at $16 per 
capita. Here I allow for the rise of prices since 
1944 and also allow in a small way for the much 
higher replacement over cost valuations. 

On the basis of these very rough estimates, the 
investment value of hospitals would be $7.5 
billion, and maintenance costs (exclusive of 
interest, taxes and insurance), $2.4 billion. A 
rough estimate of uncharged capital costs is 8 
percent, or $600 million. This figure reduced by 
current capital outlays suggests the under-estima- 
tion of hospital charges in relation to costs. By 
concentrating on personal consumption outlays, 
we leave out of account all capital charges but 
depreciation and some part of maintenance 


3 FSA, Medical Care and Costs, 1947, p. 287. 
4 FSA, Medical Care and Costs, pp. 281, 284, 


charges. Even the inclusion of capital outlays is 
only a partial offset to these expenditures. 


b. Insurance 


It is not easy to allocate insurance payments for 
medicine. The Department of Commerce esti- 
mate puts private outlays in 1951 at $653 million. 
This is a much lower estimate than that of Dr. 
Dean Clark in his report on Health Insurance 
Plans in the United States to the Committee on 
Labor and Public Welfare, U. S. Senate, 82d 
Congress, Ist sess., Report ® 359. The Depart- 
ment of Commerce estimate is on a net basis, i. e., 
payments minus claims paid. In other words, the 
insurance payments appear in private outlays for 
medicine according to the purposes for which they 
are used. 

According to the Federal Security Agency, total 
medical care voluntary insurance benefits in 1950 
amounted to $992 million, out of which total $680 
million went to hospitals. But total income of 
agencies and companies dispensing insurance was 
$1,291 million. The figures here envisaged, as 
compared with the $653 million of personal ex- 
penditures on insurance, are explained primarily 
by the net basis of the Commerce estimate, prob- 
ably by the exclusion in the Commerce figures of 
nonprivate outlays—e. g., business or institu- 
tional payments for insurance. Insofar as the 
latter hypothesis is correct, personal consumption 
expenditures do not give an accurate picture of 
insurance outlays. Other explanations are given 
in the footnote below. 

The difference between income and benefits of 
around $300 million raises still another problem. 
Should these $300 million be included as expendi- 
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tures on medical care, or should they be allotted 
to a satellite industry? If it is assumed that the 
job might be done for 10 percent instead of almost 
25 percent, then certainly a substantial part might 
be eliminated. More recent figures point to 
further declines in the costs of private insurance 
to around 20 percent. 


c. Problems of Exclusion 


One of the more difficult problems is what to in- 
clude and exclude. Many outlays belong in sub- 
stantial part in the category of health expendi- 
tures. Then, should the following be included? 
Fiscal 1953 budget 
(million dollars) 


1. School lunches (under the Public Health Service 


SEN ASS gle ye ge RM a | idle SR SE al 83 
2. Vocational’ Rehabilitation Ut . 22202902 95. Se 24 
3. Housing and Community Programs-_-_-------- 678 
AeA ceident: © OMpensations Joes 2 eee 37 


Source: Budget, Fiscal Year, 1953. 


d. The Significance of the Expenditure 
and Income Ratios in Relation to 
Price Movements. 


A useful interpretation of medical outlays would 
be tied to price movements as well as income 
movements. The latter, of course, reflects price 
as well as output changes. But if medical outlays 
are roughly 5 percent of national income in the 
1930’s and in the 1950’s, and if prices of medical 
services rise twice as much as other prices, then 
in fact medical care as a percentage of real income 
(goods and services) would have risen but two- 
thirds as much as income. 
Assume the following: 
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Under these assumptions, the percentage of 
medical care services has dropped from 5 to 3% 


5 For explanations of the differences between the two series relative to gross 
expenditures for insurance, the following is relevant: ‘‘The two main points 
of difference between our estimates of medical care expenditures and those in 
the Clark report relate to the expenditures for hospital services and insurance. 
As explained in part 1, p. 79, of that report, the Clark estimates for hospital 
expenditures include an upward adjustment of this Office’s figures to allow 


percent of real income, the explanation being the 
much greater rise of prices for medical service. 


for private payments to public hospitals. On the other hand, this Office 
insurance estimate is larger than that of the Clark report because it covers 
policies of the income loss (weekly indemnity) as well as those in the ‘hospital 
medical, and surgical’ category.’’ Letter from Mr. M. Joseph Meehan, 
Director, Office of Business Economics, Department of Commerce, to 
Seymour FE. Harris, August 12, 1952. 


Actually the price of medical services, according 
to official figures, has not gone up as much as the 
general (consumers’ price) index. 


Consumer’s Price Index for— 1951 


Moderate size families (1935-89) __--_-________-- 185. 6 
Medical’ care and drugs seer ee 155..0 
Physicians’ fees2..15. 4 oe Okc eh ee ee 145. 2 
Dentists? fest -19 ah. eee ree eel eee ae ae 160. 0 
Hospital rates.2) 22 2 es eee Se ee 260. 7 
Prescriptions: anda rig see ae ee 128. 4 


Source: 1951 Expenditures for Medical Care, American Medical Association 
Bureau of Economic {Research Miscellaneous Publications, August 1952, 
M-69. 

This table suggests the following for 1951 as 
compared with 1935-39: 

1. The dollar buys about 9 percent more in 
medical services relatively to 1935-39 than of 
all items. Hence, the percentage of income 
going to medical services in 1951 relative to 
1935-39 should be corrected upwards by 9 
percent. 

2. The correction is even larger for physicians’ 
services (approximately 12 percent). 


It is incidentally correct, as the American Med- 
ical Association claims, that in 1951 only 50 per- 
cent of as large a percentage of a factory laborer’s 
wages was required to pay for a physician fee as 
in 1935-39 and only 54 percent for all medical 
care and drugs.® 

The implication is, of course, that compared to 
alternative markets, the medical market is offered 
at bargain prices. One should not, however, 
draw this conclusion without reservations. We 
would have to know, for example, more about 
relative qualities. It may well be that the phy- 
sician confronted with many more demands on 
his time offers a deteriorated product compared 
with 1935-39. On this score it is interesting that 
from 1940 to 1951 independent physicians’ net 
income has risen by 2 times, whereas weekly 
wages of factory workers has risen by 1% times. 
If the price of the physician’s product is less, rela- 
tive to the worker’s weekly wage, the worker’s 
income has fallen relatively to the physician’s. 


Outlays for Health Services, Hospitals, Physicians, Prices, and Rise of Real Services, 1935-39 to 1951 
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1 Percentage of (4) to (3) minus 100 percent. 


Source: Computed from National Income, 1951 Edition, and Survey of Current Business, July 1952. 


Even this increase in services is a surprising one. 
These figures suggest that the country is now re- 
ceiving 111 percent more medical service, 112 
percent more physicians’ services, and 83 percent 
more hospital services. The rise in the number of 
physicians and dentists has been modest, only a 
very small percentage of the 1935-39 total. It is 
possible that the price index understates the genu- 
ine rise of prices for some medical services, or else 
medical expenditures are exaggerated to some ex- 
tent. Even when allowance is made for excess 
capacity in hospitals, unemployed time for per- 
sonnel in the late thirties, the rise seems large. 
Can physicians be giving 112 percent more serv- 
ice than in 1935-39 even when allowance is made 
for teamwork and excess capacity in pre-war? 


6 American Medical Association, 1951 Expenditures for Medical Care, p. 4. 


Clearly the rise in professional personnel is very 
small compared to the 111 percent apparent in- 
crease in quantity of service. Even the increase 
of full-time medical employees, a rise several times 
as great as for professional personnel, was only 85 
percent from 1935-39 to 1951. It would be well 
to compare the number of beds in private hospitals 
occupied in 1951 with the number in 1935-39. 
Possibly this plus allowances for additional serv- 
ices might match the 83 percent above. (Table 2.2, 
where the rise of services for Government health 
and hospitals from 1942 to 1950 is put at 29 and 
57 percent, respectively.) 

For the total product of the Nation, the gain has 
been but 100 percent. In view of the greater 
access to technological advances for the economy 
generally than for services, in view of the vast 


growth of Government services, in view of the 
small rise in professional personnel, the 111 per- 
cent rise in private services may be too large, and 
therefore the price rise of medical services may be 
larger than indicated. 


5. Gains in Outlays on Medicine vs. 
Other Outlays 


One index of the adequacy of medical outlays is to 
compare the gains with the rise in other areas of 
spending which most might consider less desired 
forms of spending. For example, I have used the 
following comparison: 


Expenditures in 1949 and Multiples of 1949 Expenditures 








Over 1933 
Expenditures, | 1949 expendi- 
1949 (million | tures as multi- 
dollars) ples of 1933 

Medical care and burial_________ 8, 990 2.5 
Purchased meals and beverages _ __ 11, 599 | 6. 3 
POD ACCU Meee. wa ee 4, 266 3. 5 
Clothing and accessories -_________ 22, 620 4.2 
Jewelry and watches__________ 1) 227 (ea 
iRersomaltearet i: ves sks Bosra 2, 200 3. 3 
leterti cles oui cA ts 1, 198 3. 8 
BOn Gs DOTIOTS ee 1495 | 4.1 
User-operated transportation_____ 16, 086 5. 5 
CCULCA IONE neem ae ee ee | 10, 184 4. 6 
Admissions 142. tS IML) I 1, 802 3. 1 
Parismirtiielsoe: 1. son aet | 233 38. 8 

Commercial participation amuse- 
ho 0, eee es ee ee aa 388 3. 2 











11948, 


Source: Computed from Survey of Current Business, National Income 
Numbers. 


It is clear that in the great advance from 1933 
to 1949, the pattern of spending changed greatly 
in favor of categories not as high in a scale of 
needs. It is possible to carry this analysis too far, 
first, because the pattern is not easily subject to 
outside control, and second, the expenditures 
are subject to some revision. (The feature of 
recent British experience is that they have in- 
fluenced the pattern of spending from luxuries to 
medicines through heavy taxes on non-essentials, 
with receipts used in part to support.their medical 
program.) In our country, part of the outlay for 
tobacco, liquor, amusements, jewelry is for the 
financing of public services inclusive of medicine. 
The citizen who buys cigarettes purchases a joint 
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product, namely cigarettes and a government 
service. 

I am indebted to Mr. Leon Keyserling, Chair- 
man of the Council of Economic Advisors for the 
following: 7 

“The following table shows the liquor and 
tobacco taxes as a percent of average retail selling 
prices. The estimates for Federal taxes were 
computed by the Treasury Department. The 
State-local figures, are some rough estimates, 
computed by taking the relationship between 
State-local collections and Federal collections for 
the different taxes. 











Commodity Federal | State-local Total 
Percent Percent Percent 
Distiiledispinits= 2a4s see oe 43 9 52 
SWEGEL WING bene tt teen fh 17 | 4 21 
Beers wt Pn deke EE 17 4 21 
CA oe oe ee ee oe 37 12 49 
Sparse eee eee. Aee 7 8 9 3 12 
Manufactured tobacco--____ 13 4 17 














“According to estimates of the Department of 
Commerce, Federal, State, and local liquor tax 
collections amounted to 36 percent of consumer 
expenditures for alcoholic beverages in 1951. 
For Federal taxes alone, the estimated percentage 
is 30 percent. Federal, State, and local tobacco 
tax collections accounted for 40 percent of con- 
sumer expenditures for tobacco products. The 
figure for Federal taxes is about 30 percent.” 

This point can be put more dramatically in the 
table below. The British spend much more on 
medicine than the United States. In 1949-50, 
the British Government spent 16.6 percent of 
their national income on welfare expenditures and 
the United States 10.4 percent; the respective 
figures for health services were 3.7 and 1.4 percent, 
respectively. (The U. S. Budget Bureau total 
is larger for it is more inclusive.) 

From the table below, it will be noted that 
prices of luxuries and semi-luxuries rose greatly in 
Great Britain; but consumption either declined 
or rose modestly. Whereas the price of tobacco 
rose by 288 percent, the actual rise would have 
been only 50 percent had not taxes increased. In 
other words, the British tax tobacco and alcohol 
and other items heavily, in no small part in order 
to finance social services. Hence, the large rise 
of outlays on tobacco and alcoholic drinks give a 


7 Letter to S. E. Harris, September 3, 1952, 
8 Social Security Bulletin, July 1952, p. 15. 
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misleading impression of the relative increase of 
consumption of alcoholic drinks and tobacco 
against health services. 


Consumption Expenditures (in Stable Prices) and Prices, 
United Kingdom, Total and Various Classes 














[1938 = 100] 
Consumption Prices 
ODAC CO ML oe See et we eee ry | a ag 388 
ATconolic. drinks! te. oe et 93 288 
Durable household goods_____-_~_- : 79 236 
Privatenmoloringeeee =.=. 2 ee 3D, | 186 
Domestic services___...-_-_-.---| 37 / 218 
Other services that 52 6 eee ! 120 154 


CNet 2A ea aaa np oe Eee ee ee ae | 104 | 182 





Source: National Income and Expenditures of the United Kingdom, 1946 
to 1949, Cmd. 7932, p. 32. 


6. Some Statistical Aspects of 
Medical Outlays ° 


Table I shows the relation of private medical 
outlays to personal consumption expenditures 
and income. With medical outlays, we include 
here, as does the Department of Commerce, 
death expenses. Those who do not agree with 
this classification can reduce the percentages 
involved by one tenth: death expenses vary from 
9 to 11 percent of medical care and death expenses. 
The trends are scarcely affected at all. 

In general, whatever the basis of comparison, 
medical outlays were relatively larger in the 
depths of the depression than in 1929 or the last 
four years. The explanation may be greater 
rigidity of medical prices and fees than in all 
commodity and service markets; the indispensa- 
bility of medical outlays; and the increased need 
of medical help in period of impoverishment. 
The relative decline for medical outlays is large in 
relation to all variables—eg., from 1933 to 1951, 
21 percent reduction in relation to Gross National 
Product, 23 percent relative to personal income, 
15 percent in relation to disposable personal 
income, and 6 percent in relation to all consump- 
tion expenditures. The insensitivity of medical 
outlays is especially evident in the tendency to 
maintain relative outlays more after than before 
taxes. (Personal income is disposable personal 
income.) 


® Tables are in the Appendix, 


Relative to 1929, the changes are not large. 
For 1929-51, the percentage outlays relative to 
Gross National Product and personal income are 
roughly unchanged; in relation to disposable per- 
sonal income and personal consumption expendi- 
tures, they are even higher in the later years. In 
view of the large rise of income, larger gains might 
have been expected. 

Table II gives the distribution of medical care 
expenditures according to source of funds. From 
1929 to 1951, Government’s share rises from 12.9 
percent to 23.4 percent; consumer’s share declines 
from 76.6 to 66.2. Philanthropy and industry 
change relatively little and private hospital 
construction rises somewhat. 

Tables III and IV present more recent official 
estimates of Government outlays. The amount, 
according to the Bureau of the Budget, for 1951 
(calendar year) is around $1,800 million for the 
Federal government. The Social Security estimate 
is only $1,016 million for 1949-50 ($1.05 billion in 
1950-51), or adding 20 percent for the gains from 
1949-50 to 1951-52, about $1,200 million for 
fiscal 1952. Apparently the difference is the 
result of a more narrow classification by the 
Social Security Board inclusive of the exclusion 
of military medical expenditures. Dr. Falk con- 
firms this hypothesis. The Federal] Security 
Agency estimate relates to civilian outlays only. 

Total medical outlays for 1950-51 are as follows: 


: Million 

Limits dollars 
Consumer... 24... Seu nae a 8, 918 
Government. 642. eseaeee es eee 2, 672 
Private hospithl a=) eee 419 
Philanthropy === ee ee 400 
Trnuis tary, ee ee eae os eee 700 
otal: .2te bie Seek 13, 109 


These figures (especially 1.1) point to the in- 
creased absolute and relative participation of Goy- 
ernment; and in part explain the small rise in 
personal outlays. This does not allow for the 600- 
650 million spent privately but received out of 
public funds. Most of this money was not avail- 
able 10 years ago. Anallowance for this item would 
further accent the rise of Government outlays as a 
percentage of total outlays, nor are the $500 million 
of tax allowances (losses by the Federal Govern- 
ment) for medical outlays included. 


10 Note the total is of medical outlays, not of medical services given, the 
latter being a larger total. 


Included in the $13,607 million of medical out- 
lays for 1951 are: 

1. $2,672 million of Government outlays ex- 
clusive of new hospital construction (Table 1.1). 
(The corresponding 1950 figure= $2,423 million.) 

2. Table 2.1 reveals that the Federal share of 
this total is about $800 million herb ione of 
new hospital construction). 

3. But Table 2.1 reveals Federal firures (total) 
of $1,535 million for 1949-50, that is fiscal 1950 
(Federal obligations). Brains of new hospital 
construction the figure would be $1,315 million. 
Note that this figure for fiscal year 1950 (1949- 
50) is about $500 million in excess of the figure 
($800) used in obtaining the total of medical 
outlays. 

4. The corresponding total figures for 

Fiscal 1951=$1,750 million 
Fiscal 1952=$1,842 million 

(Letter from Elmer Staats, Assistant Director of 
the Budget, to the writer.) See Table III. 

The net result is that the Government outlay as 
given in this total is apparently about $500 million 
higher than the total included in the table of all 
outlays. Why the difference between figures given 
by two agencies? 

One explanation is that the Budget Bureau in- 
cludes non-civilian expenditures for medicine (e. 
g., the military) and also some other items. A 
second explanation is that the Budget Bureau uses 
obligated figures not actual expenditures. 

It should be observed that the proportion of 
personal medical outlays to personal income de- 
clined from 4.3 in 1929 to 4.0 percent in 1951 and 
in relation to disposable personal income rose from 
4.4 to 4.5 percent. Government outlays in rela- 
tion to Gross National Product minus capital con- 
sumption increased from 0.54 percent in 1929 to 
1.04 percent in 1951. 

The public cutlays (a mean of the two estimates 
above) yields: 

1. 1929, 0.54 percent of Gross National Product— 
capital consumption. 
1951, 1.04 percent of Gross National Product— 
capital consumption. 
Private outlays: 


(a) (0) 
2. 1929=4.3% personal 4.4% of disposable per- 
income. sonal income. | 
1951=4.0% personal 4.5% of disposable per- 
income. sonal income. 


The rise in relation to relevant variables is less 
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than 60/100 of 1 percent in relation to (1) and (2b) 
and 20/100 of 1 percent in relation to (1) and (2a). 

The total amount involved is probably much 
larger than is here assumed. For example, allow- 
ances for (1) Government services included by the 
Budget Bureau but excluded by the Federal Secu- 
rity Agency, (2) for tax losses resulting from med- 
ical deductions, for (3) medical outlays financed 
by non-medical programs, and for (4) military 
outlays on medicine, these would greatly increase 
the amounts spent by Government and the per- 
centage rise of expenditures by Government. In 
addition, an allowance should be made for the 
medicine offered free or below market prices, by 
private dispensers. 

Table VII gives a breakdown of Federal outlays, 
and Table VIII a record of Federal grants for 
hospital construction (aside from veterans, as re- 
vealed in Table VII). By fiscal year 1953, the 
amounts cumulate to $542 million of appropria- 
tion or $457 million of Federal payments. The 
latter is the germane figure though even these may 
not represent actual expenditures. Table IX 
gives a breakdown for State outlays. 


7. Family and Household Medical 
Expenditures 
Percentage Spent by Income 


In 1935-36 all families spent 4 percent of family 
income on medical care." 

In 1946, families with money incomes ranging 
from $2,000 to $4,000 ordinarily spent 6 percent 
of their income on medical care. In 1944 the 
figure is given as 4.5 percent for families of three 
persons.” 

A family budget ‘“‘which includes the kinds and 
quantities of necessary goods and services accord- 
ing to standards prevailing in large cities of the 
United States’ allowed ‘$127 to $202 in the 34 
cities in March 1946 and from $132 to $222 in 
June 1947, the médical budget requiring 5 to 7 
percent of the entire budget.”’ ™ 

All available surveys show that as incomes rise 
a larger amount is spent on medical care; but a 
smaller percentage of income. 

One explanation of the large relative outlays 
for low-income groups is that they spend more 
than their income. Thus, the $501-$999 class 


11 FSA, Medical Care and Costs, p. 142. (All references in this section to 
this publication unless otherwise indicated.) 

12 U. 8. Department of Labor, BLS, The Gift of Freedom, 1949, pp. 36, 54. 

183 U. S. Department of Labor, BLS, The City Worker’s Family Budget, 
February 1948, pp. 2, 24. 
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averaged $313 income but spent $887 for current 
consumption. 


Families and Single Persons, Percentage of Income Spent 
on Medical Care, 1944 


Income after personal taxation oer Benet of 
Lésstthan S500no. eae 48 17.0 
$50159999 ce sags. Pepe oe el 67 8.8 
$2, 000—$2:999. oe se es 119 4.3 
$5, OO0sOTIMOTe se #s eee 260 3. 4 











Source: FSA, Medical Care and Costs, p. 144. 


Again, in 1941, as average money income rose, 
average medical care expenditures increased from 
$27 for the less than $500 income class to $152 for 
the highest (sixth) class, with an income of $3,000- 
$4,999. The proportions steadily declined from 
9.3 to 4.4 percent." 

For incomes of less than $500 to more than 
$10,000 (1935-36), the extremes for urban com- 
munities are $22 and 4.0 percent of income (in- 
comes less than $500) and $467 and 2.1 percent 
for incomes of $10,000 and over. Amounts spent 
steadily rise and percentages decline over 13 in- 
come classes.® 

In 1928-31, the extremes were $56.24 for 
families with incomes of $1,200 or less and $455.24 
for incomes of $10,000 or over.”® 

In relation to consumption expenditures, the 
proportions do not vary as much. In 1941, from 
4.3 percent for the lowest income group to 4.6 
percent for the highest.” 

Another way of expressing the inequalities is the 
following. Well-to-do families, which number less 
than 1 percent of all families, account for about 
1.4 times as much medical consumption as the 
poor families which number 14.2 percent of all 
families. 

Families by Income and Medical Expenditures, 1935-36 
Percent | Percent 
con- | expend- 


Percent | Percent} sump- | itures 
families | income tion on 














expend- | medical 

itures care 
Incomes $500 and less__-_-__- 14. 2 2.8 AT 4.9 
Incomes $1,250 to $1,499___| 9.8 | 82 9. 2 8.7 
Incomes $10,000 and over_ - D-\413: 4. 6. 7 ted 





Source: FSA, Medical Care and Costs, p. 158. 


144 FSA, Medical Care and Costs, p. 154. 
16 FSA, Medical Care and Costs, p. 159. 
16 FSA, Medical Care and Costs, p. 164. 
FSA, Medical Care and Costs, p. 151. 


It was noted before that part of the explanation 
of higher relative outlays by low-income groups is 
that they live beyond their income. Additional 
evidence of this fact lies in (1) the relation of 
changes and expenditures, and (2) numbers in 
families in relation to outlays. 


It will be noticed that charges exceed expendi- 
tures for low-income groups and that charges are 
relatively fixed for the poor irrespective of number 
of children; but in the $10,000 or over class, the 
cost for 8 or more in a family is 4 times that for a 
family of 1-2. 


Percentage of Family Income Represented by Charges and 
Expenditures for Medical Care in Family Group, 
8,581 White Families in a 12-Month Period, 1928-31 





Percent of family income 








Income Income, Income, 
All incomes} less than $2,000- $10,000 or 
$1,200 $2,999 more 
Girarge = eee 4,2 5. 9 4,1 3. 7 
Expenditures__-_---- 4.0 5. 2 3. 9 3. 8 








Source: FSA, Medical Care and Costs, p. 162. 


All Medical Care, Average Family: Charge, by Size of 
Family, Family Income Group, in a 12-Month Period, 
1928-31 

(8,581 white families] 





Average charge per family 


Allineomes 





Number of persons in 





family Incomes Incomes Incomes 
less than $2,000-— $10,000 or 
$1,200 $2,999 more 
1=2 2a St) See $97. 99 | $46. 09 |$100. 07 | $240. 89 
i Sa aS. ee 108. 78 44.61 | 104.15 539. 30 
SiO ANOTess see 123. 81 46. 30 96. 40 |1, 009. 84 





Source: FSA, Medical Care and Costs, p. 165. 


The last suggests that charges are related to 
capacity to pay. A similar conclusion arises from 
an examination of the charges per case or per 
service. Thus for the average charge per person 
the extremes by income groups is $4.49 and $41.43 
by physicians and $0.91 and $31.01 by dentists. 
Differences are undoubtedly influenced to some 
extent by the type of services received by different 
income groups. 


; Average Charge Per Person, 1928-31, a 12-Month Period 


[88,668 persons in 8,639 families] 











Allin- | Lessthan}| $2,200- | $10,000 or 
comes $1,200 $2,999 more 
Physician’s charge per 
persone hes $9. 53 | $4.49 | $8.96 | $41. 43 
Dentist—average den- ) 
tal care charge_-____- 4, 52 .91 3. 68 31. O1 
Average charge per ill- 
IETS «capa agielae 17. 67 9F007} 17, 12 56. 61 











Source: FSA, Medical Care and Costs, pp. 180, 182, 184. 





8. Services by Income Classes 


One will find a different structure of medical spend- 
ing according to level of income. 

High income groups (e. g., $5,000-$10,000 an- 
nually in 1942) spend much more in dollars and 
cents on each item; but relatively their outlays are 
especially large in dental care (19 percent of total 
vs. 4 percent for low incomes and 38 times as 
much in dollars and cents) and also large in private 
nursing, eye examinations, other practitioners, and 
X-ray. The low income groups spend much more 
relatively on hospital service (apparently there is 
less flexibility here than in other outlays) and 
more on medicine and drugs (the poor man’s med- 
ical “‘bargains’’). It is interesting that the lowest 
income group spends 50 percent of their medical 
outlays on hospital care and drugs as compared 
with but 20 percent for the higher income group 
studied. Inclusive of physicians’ services, the 
lowest income group spends 77 percent; the highest 
only 49 percent. Hence, the latter spends more 
relatively on dental care and similar services. On 
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insurance, the amounts spent are proportionately 
equal; but the amounts are $0.85 against $8.35; 
and the high income group spends 11 times as 
much on the less costly prepayment insurance 
and only 9 times as much on health or accident 
insurance. 

Similar results are to be found in a 1941 survey. 
This study shows generally that as incomes rise, 
the proportion receiving a given service tends to 
increase. As might be expected, the gains are 
especially large in the services financeable by the 
well-to-do. Thus the gains (percent receiving a 
service) for several services from lowest to highest 
income groups are as follows. But it will be noted 
that the highest income group receive proportion- 
ately about twice as many services from physicians 
and seven times as many hospital services as the 
lowest income group. 


Percentage Receiving Service, 1941 


(Families and single persons in urban communities] 








Physi Medi- Eye ex pet 7 

hyst- | i tye @X- | Hospi- | E 

Tneome | Gin” | gad, | dations | tal care | elnses| on 32ia 
care 

Less than $500_| 33.7 | 62.2) 3.1| 2.0/3.1 Bay 

$5,000-$9,999 | 76.2 | 83.3 | 28.6 | 14.3 286 | 28.6 




















Souree: FSA, Medical Care and Costs, p. 154. 


In this same study, it is revealed that as incomes 
rise the percentage of medical care expenditures 
fall (the trend is reversed occasionally), for phy- 
sicians, eye glasses, medicine and drugs, health 
and accident insurance, and rises for dental care, 
other practitioners, X-ray examination and private 
nurse. 


18 FSA, Medical Care and Costs, p. 157. 


All Medical Care: Estimated Average Expenditure and Percent of Total of All Families and Single Consumers for 
Specified Items of Care, by Money Income Group in Urban Communities, January-March 1942 

















- hysicians : i 
Money income ‘ Physicii a Eye examina- : Other practi- : : > ‘ A 
group (for quarter) All medical care J aeepene anya Dental care WidnGrs Hospital care X-ray Private nurses 
Percent Percent Percent Percent Percent Percent Percent Percent 
Less than $125_____- $7. 01 100 $1. 86 27 $0. 03 0.4 $0. 31 4 $0.13 2 $1. 68 24 $0. 05 1 $0 0 
$1,250-$2,499________ 63. 54 100 18. 54 29 . 82 1.0 11. 93 19 3. 20 5 5. 39 8 1. 29 2 56 1 
Money income group (for quarter) Eye glasses Medicineand drugs| FP ee eat is fp peat 
Percent Percent Percent Percent 
USSU PLS eS ee Se oro RC ee eee ee eee aay. Fe $0. 27 4 $1.79 26 $0. 21 3 $0. 64 9 
cn AU neInE Seen ee nates oo a eee Le 8 can en 


Source: FSA Medical Care and Costs, p. 150. 


2. 98 5 7.67 12 2.37 4 5. 98 9 
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A comparison of the amounts paid out for each 
service as a ratio of payments by highest income 
groups and lowest for this study (1928-31) with 
a similar one for 1941 reveals consistency of results. 
The ratios are roughly equal for physicians, hos- 
pitals, medicine and drugs. But in 1942, the 
highest income group pays out 28 times as much 
in 1942 and only 11 times in 1928-31; for eye 
glasses 12 and 2 times, respectively; and second- 
ary practitioners 26 and 1% times.” 

For hospital charges according to a survey of 
1928-31, the amount spent varies from $67.39 for 
the family with incomes of $1,200 or less to 
$469.91 for families with incomes of $10,000 or 
more. ‘The percentage of the total outlays for 
hospitalized illness received by hospitals declines 
with income, whereas the proportion received by 
physicians and nurses rises with income.” 

The statistical compilation prepared by the 
Commission staff presents several more recent sur- 
veys which show the same results for relation of 
family income to total medical outlays and also 
the varying pattern of outlays by income classes. 


9. Summary and Conclusions 


Total expenditures on medical care in 1951 were 
around $14 billion, or about 3% times the estimated 
figure for 1929 and less than 3 times that for 
1941-42. (Inclusion of all relevant items would 
raise the total to more than $15 billion.) 

In relation to the relevant income figures, the 
rise has been from 0.2 of 1 percent to 0.6 of 1 percent 
of income, depending upon which of two relevant 
variables private outlays are related. An average 
of the two figures for private outlays suggests that 
in relation to income private outlays rose by 0.7 of 
1 percent, or 0.8 percent. 

Goverument outlays have risen much more: 
from $510 million in 1929 to $3,170 million in 1951, 
or from 0.54 of the gross national product minus 
consumption of capital in 1929 to 1.04 percent in 
1951. The actual increase is undoubtedly greater, 
for excluded from the 1929 and 1951 figures are 
the large disbursements for medicine out of funds 
paid out by government in the first instance under 
various maintenance programs. ‘The latter total 
may well be about $600 million in 1951 or 0.2 
percent of GNP. These sums are classified under 


1 FSA, Medical Care and Costs, p. 164. Note 1928-31 figuies are for in- 
comes of $1,20¢ and $16,000 and more and for all communities; for 1942, for 
urban incomes of $500 and $5,000-$10,000. 

2% FSA, Medical Care and Costs, p. 188. 


private outlays aud might be included under 
governmental expenditures. Other omissions and 
under-estimates may increase government outlays 
0.5-0.6 percent more as a percentage of gross 
national product. 

It is a mistake to relate private outlays to gross 
national product as is frequently done. The 
medical outlays should be related to the income 
which must support them, namely, personal in- 
come (not national income) or disposable personal 
income (personal income minus personal taxes). 

Most of our information on private medical care 
outlays comes from tbe annual income survey of the 
Department of Commerce. These figures should, 
however, be used with caution for our purposes. 

For example, hospital outlays are hospital ex- 
penditures plus depreciation. They do not really 
measure personal consumer expenditures on hos- 
pitals, as the title of the table suggests. The 
figure published does not measure consumer ex- 
penditures for hospitals, for it includes deprecia- 
tion, generally not paid for; and it excludes con- 
sumer outlays for public hospitals. Moreover, it 
does not measure the total costs of hospital service, 
for capital charges are largely excluded. It does 
not include, of course, the large outlays for public 
hospitals, which are included under public outlays. 
Inclusion of construction outlays is an offset, 
though actually these should be apportioned over 
the life of the new construction. In short, private 
hospital services obtained are much larger then 
consumption expenditures on hospitals. 

Difficult problems arise in other areas also. The 
insurance item is in fact payments minus claims 
and, therefore, does not give outlays on insurance. 
The claims are presumably classified according to 
what was spent on medical services. How do we 
classify the $200-$300 million excess of income over 
benefits for insurance? Is this an outlay for 
medical care? 

One of the most perplexing problems arises when 
we take account of price changes. Prices of med- 
ical care since 1935-39 have risen only 45 percent, 
as compared with 86 percent for all items in the 
medium income budget. This means that the 
consumer gets 9 percent more for his dollar than 
as a consumer of all items relative to pre-war than 
suggested merely by income figures. He gets 12 
percent more of the physicians’ services. 

The American Medical Association can then 
point with pride to the fact that the factory worker 
pays only one-half as large a part of his income 
for a doctor’s visit as he did before the War. But 


we need to know more about the quality of the 
service. Does he give less time? Is he more tired 
and crowded? It will be noted below that he pre- 
sumably gives 112 percent more service and yet 
numbers have not increased by much. 

When we adjust medical outlays by prices of 
medical services, we obtain the surprising result 
that medicine gives 111 percent more of services, 
private hospitals, 83 percent more, and physicians, 
112 percent more. (Dollar expenditures for all 
services were up by 2 times and for hospitals by 
close to 4 times.) This rise in services yielded 
sums large even when allowance is made for excess 
capacity in pre-war. Consider also that the rise 
of all output in the economy was but 100 percent, 
and here the economies of production (increased 
efficiency) are probably of greater significance than 
in medicine. It is possible that the rise of prices 
is somewhat greater than official figures suggest 
or else that private expenditures are overdone. 

Another measure is a comparison of medical 
outlays and alternative expenditures which are 
generally considered lower in the scale of needs. 
Here private outlays for medicine do not stand up 
well against many luxuries and semi-luxury items; 
from 1933 to 1949, the outlays for beauty care rose 
1% times as much as for medicine, of jewelry and 
watches almost 3 times, purchased meals and 
beverages 2% times, pari-mutuels 15 to 16 times. 
But observe that in part these outlays are joint: 
they purchase governmental services as well. For 
every dollar spent for alcoholic beverages, 36 per- 
cent is spent for taxes. In Great Britain 
higher taxes for tobacco and alcoholic beverages 
finance medical outlays which are 2 to 3 times as 
large a part of national income as in this country. 
Of a 288 percent rise in the price of tobacco since 
pre-war, all but 50 percent are the result of higher 
British taxes. 
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Families spend a varying part of their income 
on health services. The usual figure is 4 to 5 per- 
cent of all consumption expenditures on medical 
care. The percentage varies with income. Thus, 
according to one survey the amounts are $48 and 
$260 for incomes of less than $500 and more than 
$5,000, respectively, and the percentage of income 
17 and 3.4 percent, respectively. Another survey 
shows that 14.2 percent of the families in the 
lowest income group account for but 4.7 percent 
of medical outlays, while the highest income group 
with but 0.9 percent of the families spends 7.1 
percent. That is to say, the high-income group 
spends 25 times as much per family. 

One explanation of the percentage difference is 
that the low-income groups get more per dollar of 
outlay. They pay less than they are charged; bills 
respond little if at all as the number of children 
rises with income; the charges per service accord- 
ing to one survey are 9 times as large for the high 
income group. (It is, of course, likely to be a 
better service also.) For the $10,000 income 
group and higher, the charge was 4 times as much 
for the family of 8 or more as against the family of 
Lor 2. 

Another feature of the pattern of spending is 
that high-income families spend more on every 
item than the low-income families; but spend 
relatively more on dentists, nurses, X-rays, etc. 
According to one survey, the low-income group 
spends 24 percent of medical outlays on hospitals 
and the high income group only 8 percent. For 
hospitals, drugs, and doctors the proportions are 
77 percent for the low-income group and but 56 
percent for the high. The poor spend dispropor- 
tionately on drugs and medicine, the “‘poor man’s” 
road to health, and also more relatively on expen- 
sive forms of insurance as against Blue Cross and 


the like. 
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Statistical Appendix 


I. Private Medical Outlays, Income, and Personal Consumer Expenditures, Several Years, 1929-50 



























































1929 1933 1939 1947 1949 1950 1951 

Gross national produce (GNP) ($ billion) __________- 103. 8 5oeS 90. 4 IRB Y 255. 6 282. 6 329. 2 
Personal income i($ billion) ee ee ee 2 85. 1 46. 6 72. 6 191. 0 205. 9 226. 3 254.1 
Disposable personal income ($ billion) --_-_--._-_-- 82. 5 45. 2 70. 2 169. 5 187. 4 204. 3 225. 0 
Personal consumer expenditures ($ billion) ________~ 78. 8 46. 3 Ovo 165. 6 178. 8 193. 6 208. 0 
Medical care and death expenses ($ million)________ 3, 620 2, 397 3, 386 7, 812 | 1 8, 990 9, 463 10, 145 
Percent private medical outlays to: 

CL)'GUN P25 Tae EN a ee ey 3. 5 4.3 3. 8 3. 4 3. 5 3. 4 one: 

(2) Rersonalimecome sts - eee Be ee 4.3 5. 2 4.7 4.1 4.4 4,2 4.0 

(3) «Disposable personal. imcome_ == 22=- = —_. - 4.4 5. 3 4.8 4.6 4.8 4. 6 4.5 

(4) Personal consumer expenditures_________-- 4.6 5. 2 5. 0 4,7 5. 0 4.9 4.9 

1 Burial expenses, etc., in 1949=$961 million; in 1933=$380 million; in 1950=$1,077 million; in 1951=$1,169 million. 
Source: Computed from Survey of Current Business, National Income Numbers, and Mid-Year Economic Report to the President, July 1952. 
II. Source of Medical Expenditure ! 
Estimated Annual Medical Care Expenditures in the United States, by Source of Funds 
Millions of dollars Percentage distribution 
1929 1935-36 1940-41 1941-42 1929 1935-36 1940-41 1941-42 

Totalexpencihuress: 2.5. 2 tee - awe eee 3, 656 2, 856 4, 630 5, 070 100 100 100 100 

CONSUME L See. Se nee ee eee 2, 886 2, 205 3, 400 ots 79 77 na 73 

Government. - 2228S e eee See 509 516 900 1, 000 14 18 20 20 

Philanthropyoii. .26tes boven eas 182 60 230 * 260 5 2 5 5 

Td watey oe eet ee ay = er oan 79 75 100 100 2 3 2 2 























Source: FSA, Medical Care Costs in Relation to Family Income, p. 141. 


IJI. Obligations for Federal Health Activities, 
Fiscal Year 1950' 


State aid (grants and direct 
operations) -@.oke > yt ye 
Res0GrGh ok hoe oe ee 
Training (other than State aid) __ 
Medical careteuaeme...22 5 --o 


1 cf. Table 2.4. 


Million dollars 


211, 518 
89, 457 
19, 980 

1, 128, 417 

85, 352 


1, 534, 724 


Source: Letter from Elmer Staats, Assistant Director of Budget to writer, 


August 26, 1952. 


The estimate for fiscal year 1951 is $1,750 
million and for 1952 is 20 percent additional over 
1950-51, or $1,841,669,000.2 


21 Ibid. 


IV. Expenditures, 


Health and Related, 1949-50 ! 








Estimate of Social Security Board | 





Total 
(million 
dollars) 





1. Health and medical services, inclusive of hospital 
construction but exclusive of veterans 
. Veterans health services 


otal Ly Pari cia (2 pees aout eo? = 23 
Other welfare services ! 


_|2, 144. 8 
_| 749.1 





16417. 9 


_|2, 893. 9 
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Percent Government expenditures 




















conic: 

Federal | Stateand | 70a 

(million iocal Grits Boome Total 

dollars) |lion dollars) 

266. 7 \1, 878. 1 1.0 3. 3 

AMR Ve a es ue: lege 
1, 015. 8 |1, 878. 1 1.3 4.5 

108. 1 309. 8 we. . 6 





Federal 


Go 


om 


State and 
local 








1 Includes vocational rehabilitation, child welfare services, school lunch programs, and institutional care. 


Source: Social Security Bulletin, October 1951, p. 15. 


V. Government Expenditures for Civilian Health, 











1947 
[Million dollars] 
Federal Erato ont | Total 
Medical care of the needy 

(noninstitutional) ________ 25 125 150 
Community health protec- 

POM Eee sy. Fee 69 247 316 
Renabilitation.. 2. 22). <2} 18 of 25 
Hospitals: 

Authorized construction_ 77 150 227 
Maintenance of hospi- 

tals for tuberculosis, 

mental and chronic 

PAUCMISeeel ake | conecls an. 32 -- 373 373 
Maintenance of general 

INOSDIUR See eee el ie a 300 300 
Maintenance of Federal 

establishments, in- 

cluding veterans’ care_ 634. iss see 534 
Health manpower 

(Grgshoathale) |. 3) Ly ae (1) 15 15 
Researci ssee ae toon 20 2 22 

Total 9) Soe wees: 743 1, 219 1, 962 











1 Less than $1 million. 
Source: The Nation’s Health, September, 1948, p. 28. 


VI. Annual Expenditures for Health Activities by 
All Official Agencies of State, District of Co- 
lumbia, and Territories, 1950 


Million dollars 


fem eO Gece UUCH te Sere re ey crate eee et 944. 7 
2. Other jurisdictions (Alaska, District of Columbia, 
BUCS) eee ere ae 8 ed Pe ayy ees Uns we 51. 6 
3. Percentages of Annual Expenditures for 48 
States derived from: Percent 
OLA LCP oie itah oo es EP eR eee a 73. 4 
AOC ops 2h sees . ee gt td Se 12? 1-4 
Hederaiekces "1 22 silaay th fabeath IN liseli ibys! oh 115.3 
Othen.2 5. eile my Ti ine ry rele 29.9 
4. Per capita amounts, 48 States: Dollars 
SE TALC hee eee eee kee ees Sha ee eS 6. 30 
Maximum— Washington___.__-._.._____.___ 13. 68 
Minimum—Tennessee______--____-_-__-_-- 3. 26 


1 Includes schoo] lunches. 
2 Includes payments for hospital services, workmen’s compensation, license 


fees. 


Source: FSA, Distribution of Health Services in the St:ucture of State 


Governments, 1950, part 1, pp. 40, 43. 
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Vil. Federal Outlays Itemized 


{Million dollars] 








Fiscal year, | Fiscal year, 
51 } 1953 

1. Vocational rehabilitation _________- We 24 
2 eSchookunchess:se see ee) ee 83 83 
3. Accident compensation ___________ 27 | 27 
4. Promotion public health 1____.__-. 305 2 341 
5. Grants for hospital construction ___ 107 126 
Hospital and medical care_____ 28 34 

6. Veterans—hospital and medical 

care: 

a. Current expenditures______ 600 695 
b. Hospital construction______ 145 107 











! Other large items under public promotion: Public Health other than that 
designated, National Institutes of Health, National Cancer Institute, mental 
heslth activities. National Heart Institute, construction of research 
facilities. 

2 Major items—292= Public Health Service. 

33= Children Bureau grants—national. 
7=Food and Drug Administration. 

Source: The Budget of the United States Government, fiscal year ending 
June 30, 1953, pp. M-63, M-68, 227, 1147. 


Federal grent expenditures, fiscal year, 1951—52: 
1. Under 10 health programs=$233 million. 


Source: Elmer B. Staats, Health Programs in the Federal Budget, mim- 
eographed, December 26, 1951, p, 5. 


2. 1950-51=$168.9 million, or 7.6 percent of $2,243 
million of Federal grants. 


Source: Social Security Bulletin, June 1952, p. 12. 


VIII. Grants for Hospital Construction, Public 
Service, Cumulative Allocations, Payments, etc., 
Fiscal Years, 1948-53 


{Million dollars] 














: Federal | Appropria- 
inal year te] *petettons| shereotens| ane 
projects | payments 
1948.23. ede ee 75 4 15 0. 4 
1949... 5 eRe ieee 150 90 55 10 
1950/2 eee ee 300 208 95 67 
1951 W245. eee 385 351 205 176 
195222. 249 eee 467 457 387 331 
1953.22.38 oe 542 532 542 457 








Source: The Budget of the United States Government 1953, p. 249. 


IX. State Expenditures for Health, 1937 and 1946 


[Million dollars] 











1937 1946 
Operation: 
Stealthy 2) Ogee eee | Bee fe eae 34 104 
b. Hospitals, Institutions for 
Handicappeds.2 4 seetb ss Se 183 322 
Capital Outlay: 
Nees et: en Sai! Seana Uy 1 
b. Hospitals, Institutions for 
Handicapped s ss —=— == eae 44 16 
Aid to Local Government: 
a. Health. "9.22... 23a 2 29 
b. Hospitals, Institutions for 
Handicapped... due Je ee 10 
Total_. 2... 2 Sea 263 482 








Source: National Industrial Conference Board, The Social Security Alma- 
nac, 1949, p. 41. 


WHAT WE GET FOR WHAT WE SPEND 
FOR MEDICAL CARE 


FRANK G. DICKINSON, PH. D. 


Director, Bureau of Medical Economic Research 
American Medical Association 
Chicago, Illinois 


I should like to present my views on this subject 
in two quite different parts: first, ‘“‘What We 
Spend,” and second, ‘‘What We Get” for what 
we spend for medical care. First, consider 
“What We Spend.” This subject was thoroughly 
dealt with in the statistical compilation of the 
costs of medical care which was prepared by the 
staff of this Commission for use in the study of 
the subject. Emphasis is on governmental costs. 
My emphasis will be upon consumer expenditures. 
The compilation, however, gives nothing on 
“What We Get” for what we spend. While not 
intending to criticise those who planned and com- 
piled this information, I do want to say quite 
frankly that I think it is unfortunate to present 
only half the story of medical economics. In 
general, economists consider cost and value as 
two aspects of the central theme.! Frankly, the 
study is a good deal like an exhaustive treatment 
of what the American people spend for bread 
without giving any estimate of the number of 
loaves purchased or the quality of the bread con- 
sumed. 

1I have two other specific criticisms of this study. While these concern 
material which is not directly related to the topic on which I am speaking 
today, I think they should, nevertheless, be mentioned in this footnote. The 
section on physicians’ income fails to give the 1929 average income for ‘‘all 
physicians.’’ This figure, $5,304, has been published by the Department 
of Commerce in its report on the Income of Physicians in the Survey of 
Current Business. I am particularly familiar with the data compiled in this 
study of the 1949 incomes since the study was conducted jointly by our Bureau 
at the American Medical Association and the Department of Commerce. 
The compilation in presenting income data for physicians, lawyers, and den- 
tists also fails to mention the fact that interrs, residents, and fellows are ex- 
cluded from the survey of physicians’ incomes, while the younger lawyers 
and dentists are included in the surveys of their professions. The Depart- 
ment of Commerce and our Bureau did not believe they should be included 
in such a study, but this omission must be recognized in comparisons with 
other professions. The Department of Commerce article in the Survey of 
Current Business reporting the results of our study of physicians’ incomes 
notes that if interns, residents and fellows were included in the concept of 


civilian physicians, the average net income ofall physicians would be lowered 
bylperhaps 10 percent. 


234763—53——_3 


In considering this problem, I have used three 
items published by the Bureau of Medical Eco- 
nomic Research. The first is Bulletin 87, Medical 
Care Expenditures, Prices and Quantity, and 
M-—69, 1951 Expenditures for Medical Care. These 
items provide most of what I have to say regard- 
ing ‘What We Spend.” My comments on ‘‘What 
We Get” are largely taken from our brand new 
Bulletin 92, Mortality Trends in the United 
States, 1900-1949. A summary of Bulletin 92 
and an editorial appeared in last week’s Journal 
of The American Medical Association. The edi- 
torial and the summary are reprinted on the last 
three pages of Bulletin 92. 

Now for my first subject, ““What We Spend.’’ 
Although the statistical compilation by the Com- 
mission staff presents much data on medical care 
expenditures, it provides no frame of reference. 
Dollar expenditures are very deceptive, particu- 
larly in a period of inflation. I think dollar data 
must be expressed as a percentage of some national 
aggregate to bring out their meaning, a meaning 
which cannot be given by merely deflating the 
dollars to 1935-1939 as the compilation does in a 
few instances. Although I shall repeat some of 
the amounts given, I trust that the use of total 
personal consumer expenditures as a frame of 
reference will give my points greater meaning. 

According to Department of Commerce esti- 
mates, Americans as consumers spent $9.0 billion 
on medical care in 1951, while their total per- 
sonal consumer expenditures for all goods and 
services were $208.0 billion. As you know, the 
personal consumer expenditure data generally 
exclude expenditures by government. Expendi- 
tures for medical care in 1951 constituted 4.3 
percent of the consumer's budget; in 1930, $2.9 
billion, while total consumer expenditures were 
$70.8 billion; thus medical care expenditures 
equalled 4.1 percent of total consumer expenditures 
in 1930. Hereafter I shall omit “billion” in stating 
dollar amounts. In 1935-1939, average annual 
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expenditures for medical care were $2.6 and total 
consumer expenditures, $63.6; medical care ex- 
penditures were 4.2 percent of total consumer 
expenditures in this base period. As a matter of 
fact, for every year since 1929, when personal 
consumer expenditure data were first compiled, 
the proportion of the consumer’s budget spent for 
medical care has fluctuated narrowly around 4 
percent. 

Of the $9.0 spent by consumers on medical care 
in 1951, $2.5 was spent for physicians’ services, 
$2.1 for hospitals, $1.6 for drugs and sundries, 
$1.0 for dentists’ services, and $1.8 for ‘“‘all other 
medical care’. Thus, 28.1 percent of the medical 
care dollar was spent for physicians’ services, 23.8 
percent for hospitals, 17.5 percent for drugs and 
sundries, 11.0 percent for dentists’ services, and 
19.6 percent for ‘‘all other medical care’. In 
contrast, the 1930 percentages for physicians and 
hospitals were 31.8 and 13.9, respectively. The 
principal trend in the distribution of the medical 
care dollar has been the decreasing portion going 
to physicians and dentists and the increasing 
portion going to hospitals. 

On the average, expenditures for medical care 
form a small part of the consumer’s budget. As 
has often been pointed out, they are approxi- 
mately equal to expenditures for alcoholic bever- 
ages and less than expenditures for recreation. 
The important point is that this is the manner in 
which Americans choose to spend their budgets. 
They spend only 4 percent for medical care, not 
because they cannot afford to spend more but 
because they choose to spend 96 percent of their 
budgets for items other than medical care. 

Government also makes expenditures for medical 
care. These amounted to roughly three billion 
dollars in 1951, according to the September 1952 
issue of the Social Security Bulletin of the Federal 
Security Agency. Government expenditures for 
medical care are presented in the compilation of 
the Commission in great detail. It is my opinion 
that this study places undue emphasis on Govern- 
ment medical expenditures. It also includes 
expenditures which cannot be properly classified 
as expenditures for medical care. It does exclude 
from Government expenditures the medical ex- 
penditures of the military establishment but 
includes all medical expenditures of the Veterans 
Administration with the exception of expenditures 
for domiciliary care. The Veterans Administra- 
tion expended almost $6 billion, not all for medical 
care, of course, in 1951. How much of this amount 


is included in the total for Government expendi- 
tures given in the Social Security Bulletin (the 
source for the Commission compilation) is not 
determinable from the information given. If, as 
I suspect, Veterans Administration costs loom 
large in the figure given, these estimates of Govern- 
ment expenditures for medical care misrepresent. 
the actual amount spent for medical care by 
Government. War expenditures, such as those of 
the Veterans Administration, are not truly medical 
expenses, but part of the cost of war. I believe 
that Veterans Administration expenditures should 
be eliminated entirely from the data presented in 
the Commission study, or medical expenditures 
for the military establishment added. They are 
inseparable, for both are costs of war. 

I have used personal consumer expenditures as a 
frame of reference rather than personal or national 
income because I believe that the more inclusive 
ageregates are not strictly comparable to con- 
sumer expenditures for medical care since these 
data do not include Government expenditures. 
One could add all Government expenditures for 
medical care to personal consumer expenditures 
for medical care and express the total as a per- 
centage of any of the national aggregates—gross 
national product, net national product, national 
income, personal income, disposable personal 
income. With total Government expenditures 
increasing so greatly—partly as a result of defense 
expenditures—it is likely that the percentage 
relationships would not differ too greatly from 
those arrived at using consumer expenditures only ; 
or, if the percentages did differ considerably, the 
significance would be difficult to determine. We 
believe the fewest difficulties in concept of national 
aggregates are involved in our choice of personal 
consumer expenditures. The substantial increases 
in the national debt have, moreover, made the 
precise meaning of these national aggregates quite 
uncertain. 

While expenditures for medical care and ex- 
penditures for all goods and services in the con- 
sumer’s budget increased at approximately the 
same rate, medical prices lagged considerably 
behind prices in general. Data from the Depart- 
ment of Labor’s Bureau of Labor Statistics indi- 
cate that the Consumers’ Price Index was up 85.6 
percent since 1935-1939, while the price index of 
medical care and drugs had risen only 55 percent 
by 1951. Physicians’ fees rose 45 percent; general 
practitioners’ fees 45 percent, and surgeons’ and 
specialists’ fees 44 percent. Of all the medical 


care items, hospital rates alone rose more rapidly 
than the index of the prices of all goods and 
services—rising 161 percent since 1935-1939. 
This increase, of course, reflects the hospital’s 
exposure to the full impact of inflationary forces, 
the provision of a much shorter working day for 
nurses and other employees, and the inability of a 
hospital as a charitable institution to stabilize 
costs through such customary accounting meas- 
ures as depreciation and taxes. It also must be 
remembered that while hospital rates have in- 
creased, average length of stay has decreased. 
This change reduces the total bill paid for an 
average illness. 

At the same time that medical care items under- 
went a relatively small increase in price, average 
weekly earnings increased rapidly. According to 
the U. S. Bureau of Labor Statistics, average 
weekly earnings of production workers in manu- 
facturing industries increased 189 percent ($22.42 
to $64.88) between 1935-1939 and 1951. With 
medical care and drug prices rising only 55 percent, 
it would take just 54 percent of a week’s wages 
in 1951 to purchase the same amount of medical 
care as a whole week’s wages in 1935-1939. 
Exactly one-half of a week’s wages in 1951 was 
necessary to purchase the same amount of phy- 
sicians’ services as a whole week’s wages in the 
base period. The hospital services purchased 
with a week’s wages in 1935-1939 would require 
90 percent of a week’s wages in 1951. 


What We Get 


Now consider what we get for what we spend. 
Since consumer expenditures for a given item are 
equal to the average price of that item multiplied 
by the total quantity purchased, we can arrive 
at a rough index of the quantity of medical care 
by dividing the index of expenditures for medical 
care by the corresponding price index. Using 
this procedure, we find that the index of the 
quantity of medical care rose from 1.0 in 1935-1939 
to 2.2 in 1951. This crude ratio or index indi- 
cates that the amount of medical care purchased 
by the American people has more than doubled 
since the base period. Because of a 20 percent 
increase in population during this interval, the 
increase in quantity per person was somewhat less, 
about 85 percent. . 

These indexes of quantity, however, have cer- 
tain inherent limitations. Primary among these 
is the fact that consumer expenditures are esti- 
mated for the entire Nation while the price 


19 


indexes cover only moderate-income families in 34 
large cities. Despite this limitation, the Con- 
sumers’ Price Index series is widely used by stat- 
isticians in this same manner to arrive at quantity 
indexes and is generally the basis of wage negotia- 
tions between employers and employees regarding 
the cost of living. But because of the chance of 
error involved it probably would be more realistic 
to assume that the increase in the quantity of 
medical care purchased between 1935-1939 and 
1951 was somewhat less than 85 percent per 
capita. 

Using the same procedure we can find quantity 
indexes for the individual medical care items. 
The quantity index for physicians’ services was 
2.1 for 1951, or twice as great as the quantity in 
1935-1939. Again, a more conservative estimate 
is warranted. After allowing for the gain in pop- 
ulation and the shortcomings of the data for these 
computations, the increase in the per capita quan- 
tity of physicians’ services received was at least 
one-third to one-half. 

These indexes can also serve to give a rough 
indication of the increase in the amount of serv- 
ices delivered per physician. According to the 
latest available data, the increase in the number 
of physicians between 1935-1939 and 1951 was 26 
percent. If the index of the quantity of physi- 
cians’ services is adjusted for this increase, we 
find that the quantity of service delivered per 
physician during these years increased 68 percent. 
A more conservative estimate would be an increase 
of 50 percent. ‘This undoubtedly demonstrates 
the increased capacity of the physician to care for 
patients made possible through the greatly ex- 
panded use of nurses and technical assistants, the 
introduction of wonder drugs, improved trans- 
portation, the increasing proportion of patients 
seen in the hospital and office, and other increases 
in technological efficiency. 

The quantity index for hospital services in 1951 


"was 1.8, for dentists’ services 1.8, and for drugs 2.2. 


All of the ratios should be considered rough 
approximations. Although the precise quantity 
increases are unknown, it is obvious that the 
American people are enjoying the fruits of techno- 
logical improvements in the field of medicine just 
as in industry, agriculture, and transportation. It 
should be extremely clear to all students of medical 
economics that the supply of medical services can 
no longer be measured by counting the number of 
active physicians, dentists, and nurses. 

On the whole, these indexes indicate that the 


20 


American people in 1951 were receiving relatively 
more medical care for their money than they were 
in 1935-1939. 

But the great improvements in the quality of 
medical care, which have made a given amount of 
services so effective today, can never be measured 
by quantity indexes. What is our system of med- 
ical services giving us in terms of health? While 
our health, of course, is not dependent on medical 
service alone it is medical service aided by better 
food, better housing, and better sanitation that is 
responsible for our present level of health. What 
is this level? What do we get in terms of health 
for the money we spend? 

The statistical compilation fails to answer this 
all-important question. The quantity and qual- 
ity of physicians’ services is either an important 
or an unimportant fact. Perhaps it is the Commis- 
sion’s intention to publish facts and figures pre- 
senting value—our health progress as measured 
by our vital statistics. 

Our own Bureau at the American Medical 
Association has recently published Bulletin 92, 
Mortality Trends in the United States, 1900— 
1949, which provides some of this information. 
Most of the second half of this presentation is 
based upon Bulletin 92. 


Three Indexes of the General Health 
Situation 


There are three commonly used measures of the 
general health situation in a Nation: maternal 
mortality, infant mortality, and life expectancy 
at the various ages, particularly at birth. These 
measures are closely related but are distinct aspects 
of health. Life expectancy at birth reflects the 
current mortality rates at all ages, whatever the 
causes of death; it is a static concept, not a fore- 
cast. Maternal mortality involves only the num- 
ber of deaths due to diseases of pregnancy, child- 
birth and the puerperium. Infant mortality does 
not identify the specific causes of death but is 
defined on the basis of the age at death (under 
one year). 


Maternal Mortality 


The maternal mortality rate in the United States 
was 6.2 maternal deaths per thousand live births 
in 1933, the first year in which every State was 
included in the registration area. At that time 
we ranked eleventh among the leading nations in 


maternal mortality. Today our maternal mortal- 
ity rate is down to the very low level achieved in 
the healthiest small nations; it is below the appa- 
rently irreducible minimum of 1.0 deaths per 1,000 
live births. In 1950 our rate was 0.8 deaths per 
1,000 live births. Equally important is the fact 
that the spread between the highest and lowest 
State rates decreased from 7.2 (11.5-4.3) in 1933 
to 2.3 (2.6-0.3) in 1950. The highest State rate 
in 1950 was 2.6 maternal deaths per 1,000 live 
births, which was less than two-thirds of the rate, 
4.3 for the best State (that is, the State with the 
lowest rate) in 1933. Thus the progress against 
maternal mortality has been general throughout 
the country. This form of health progress has 
not been limited to the wealthier section of our 
Nation—as some people are always claiming about 
all phases of health progress. 

As has often been pointed out, international 
comparisons have very limited meaning. For 
example, it is almost impossible to compare a large 
nation with a very diverse population like the 
United States with a small nation having a homo- 
genous population. For example, New Zealand 
excludes its native Maoris in computing their 
statistics, while we include our Negro population. 
But even in the face of such disadvantages, the 
maternal mortality rate of the United States is 
among the lowest, if not the lowest, of all nations. 
Denmark and New Zealand may have rates about 
the same as ours, although there is no official data 
for these other countries for 1951. But even more 
phenomenal is the fact that in 1951, Connecticut, 
a state which has a larger population than New 
Zealand, had a maternal mortality rate of 0.1; 
so did Oregon. 

Other nations are also experiencing a consider- 
able drop in their maternal mortality rates. As 
this has occurred, the spread between the rates of 
the healthier nations has narrowed. As maternal 
mortality rates in many nations approach the 
level of 1.0, they will no longer be a gauge for 
comparison of the health of nations. A spread of 
only 0.1 or 0.2 between the rates for any two na- 
tions may well be statistically insignificant; the 
small differences may be due to errors in reporting 
the number of maternal deaths and live births. 
Maternal mortality has become a local problem. 


Infant Mortality 


Our infant mortality rate has shown similar im- 
provement. In 1933 the infant mortality rate for 
the entire United States was 58.1 infant deaths per 


thousand live births. In 1950 the rate was 29.1 
per thousand live births. Thus the 1950 infant 
mortality rate was almost exactly one-half of the 
1933 rate. 

On a percentage basis the reductions in infant 
mortality have been almost equal for whites and 
non-whites. The decline in the white infant mor- 
tality rate was approximately 70 percent from 98.6 
in 1915 to 29.9 in 1948. The non-white infant 
mortality rate decreased from 181.2 in 1915 to 
46.5 in 1948, a drop of 74 percent. The difference 
between the rates for the two race groupings is 
diminishing rapidly; in 1915 the non-whites ex- 
ceeded the whites by 82.6 infant deaths per thou- 
sand live births, while in 1948 the difference was 
only 16.6 infant deaths. The difference between 
the infant mortality rates of the two groupings was 
only 20 percent of the difference in 1915. 

Improvement in infant mortality has also been 
general throughout the country. In 1933, the 
first year for which we have infant mortality rates 
for all States, the difference between the State 
with the lowest rate and the State with the highest 
rate was 97.3 (136.1—38.8); in 1948, it was only 
45.8 (70.1—24.3), less than half the difference in 
1933. 

How does our progress in infant mortality com- 
pare with other nations? In 1915 nine other na- 
tions had lower infant mortality rates than the 
United States; in 1933 there were only six; by 1949 
this had been further reduced to five. Among the 
leading nations in 1949 were Sweden, New Zea- 
land, Norway, Australia, and the Netherlands. 
In 1915, when the United States rate was 100, New 
Zealand’s rate was 50; thus the United States rate 
was twice that of New Zealand just 37 years ago. 
In 1949 the United States rate, 31.1, trailed New 
Zealand (which excludes its native non-white 
population from these rates) by only seven; in fact, 
- some of our States which are more similar to New 
Zealand in size and homogeneity of population 
have rates about as low as New Zealand’s. Most 
of the differences between the low infant mortality 
rates of the leading nations are due to differences 
in the definitions of stillbirth and live births. 
When the adjusted stillbirth rate is added to the 
neonatal (first month) rate the leading nations are 
found to have almost identical combined, or still- 
birth-neonatal rates. In fact, I believe that, this 
term should displace the traditional term ‘infant 
mortality” in future compilations of vital statis- 
tics. In addition, the rate in 1946 for the second 
six months of the first year is lower in the United 
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States than in New Zealand or in any other nation. 
The differences in rates among the healthiest na- 
tions have become, therefore, of little significance. 
The important fact today is the very low rate that 
all these leading nations have reached. Future re- 
ductions will come slowly. Today in the United 
States, 97 percent of the babies born survive the 
hazards of the first 12 months of life. 


Average Future Lifetime 


A very important measure of health progress is 
how long people live before they die. In 1900 life 
expectancy at birth in the United States was 47.3 
years (Vital Statistics—Special Reports, Vol. 33, 
No. 9, February 16, 1951); in 1930 it was 59.7 
years; in 1940 it was 62.9 years; and in 1949, 
67.6 years. According to the Summary of Inter- 
national Vital Statistics 1937-44 (National Office 
of Vital Statistics, Washington, D. C., 1947) we 
outranked every other nation in the world with a 
population of over 15 million people with regard to 
life expectancy at birth in the years nearest 1940 
for which statistics were available. As a matter 
of fact, our rate of health progress as indicated by 
increases in life expectancy at all ages, has been 
ereater than the rate of health progress even in the 
small nations, with possibly one or two exceptions. 

As with our infant and maternal mortality rates, 
our gains in life expectancy have been made in a 
population which contains, as a result of immigra- 
tion, very diverse elements from the health stand- 
point—with different traditions regarding personal 
and household cleanliness and other basic factors 
in health. It seems unreasonable to compare the 
life expectancy at all ages of a small country with 
a homogeneous white population to the life 
expectancy of a large heterogeneous population. 
A more reasonable comparison of longevity could 
be made between some of the small countries and 
some of the States of the United States or some of 
the large groups in the United States whose parents 
and grandparents were born in these small coun- 
tries. Thus we find that Swedes live longer in 
Minnesota than they do in Sweden and that 
Norwegians live longer in South Dakota than they 
do in Norway. I say “live longer in Minnesota 
and South Dakota” solely on the basis of com- 
parisons in life expectancies at birth, which are 
not forecasts. Although the United States is not 
exactly comparable to Europe, some area as large 
as Europe would be needed to reflect all the climac- 
tic and demographic factors and the social, poli- 
tical, and economic institutions which influence 
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health in the United States. From the standpoint 
of measuring what we have done with our diverse 
population under widely varying conditions, I 
believe that the United States has accomplished 
much more in the way of health progress in the 
twentieth century than any other nation, large 
or small. 

But measurement of life expectancy for a new 
baby does not tell the whole story. Life expec- 
tancy is not synonymous with length of life. 
Life expectancy at birth in any chosen calendar 
year, such as 1900 or 1940, is the predicted number 
of years the average baby will live on the basis of 
the mortality of the people of all ages during the 
baby’s year of birth. In other words, it is the 
average number of years which he would live if 
he were to live his entire lifetime from cradle to 
grave in that one year or under the mortality 
conditions of that one year prevailing throughout 
his life. The average baby in the United States 
has been living longer than his life expectancy at 
birth simply because, as the baby passes through 
time, health conditions are improving. 

Additional statistics which are often used as 
measures of health are the average age at death 
and the major causes of death. The average age 
at death rose from 36.9 years in 1900 (in the 
registration area) to 58.6 years in 1948, a gain of 
21.7 years, or almost 60 percent. The four 
“‘older’’ causes of death, that is, the four diseases 
responsible for deaths at the higher ages—heart 
disease, cancer, cerebrovascular disease, and ne- 
phritis—accounted for 60.7 percent of all deaths in 
1948. These same four causes accounted for only 
23.0 percent of all deaths in 1900. In 1940, 1945 
and 1948 fatal accidents cut off more years from 
working lifetimes (age 20 to age 65) of the American 
people than any one natural cause of death. 
Heart diseases account for almost five times as 
many deaths but most of the victims were at the 
retired ages. Fatal accidents accounted for about 
seven percent of all deaths. The decline in the 
number of deaths from pneumonia and tubercu- 
losis has made prevention of fatal accidents the 
most acute problem of preventive medicine for 
people at the working ages of life. After centu- 
ries of famine, pestilence, and strange maladies, 
violence now assumes the premier role in the 
denial of the completion of the productive earning 
period of life. 

A simple summary of our health gains is pre- 
sented in the poster entitled “Our Health Progress 
Since 1900” which I have on the wall above my 


desk. The changes noted in this chart are in large 
part, though not entirely, due to health progress: 
the other factors were changes in immigration and 
emigration and the natural growth of the popula- 
tion. First, in 1900 about one-third of the people 
dying had lived half a century or longer; about 
three-fourths of the people dying in 1949 had lived . 
half a century or longer. Another way to put the 
same idea is that the older half of the people dying 
in 1900 had lived 30 years or more, and the older 
half of the people dying in 1949 had lived 66 years 
or more: in statistical terms the median age at 
death has advanced about 36 years. Third, life 
expectancy at birth in 1900 was 47 years; in 1949 
it was 68 years. Fourth, since 1900 the entire 
population of the United States had doubled 
while the population age 65 and over had quad- 
rupled. And last, the lowest State maternal mor- 
tality rate in 1933 was 4.3. The worst State in 
1951 had a rate of 2.1 or less than one-half that 
of the best State 18 years previously. 


The ‘‘Health” Crisis 


We started the century with a low health rank 
among the nations of the world, handicapped by a 
mixed population. Our rate of health progress has 
been so great that today we rank with the health- 
iest nations. We have no health crisis in America 
today in the traditional use of that term.? It 
must be understood, however, that there are limi- 
tations on medical progress. The “span of life’ 
has not been increased; the oldest person in his- 


tory may have lived in the first or tenth century 


2 In discussing what we spend and what we get for what we spend, I have 
studiously avoided any reference to unmet needs for medical care or, as the 
name of this Commission has it, “The Health Needs of the Nation.’? Unmet 
needs is, of course, an abstraction. Writers have pointed to the unmet needs 
for legal services and the unmet needs for medical services in area studies. 
Perhaps studies of unmet needs for dental services, for the sei vices of account- 
ants, engineers, and of other professional persons will be forthcoming. Only 
with a laige number of these studies available could one appraise the relative 
standing or rank of the unmet needs for any one commodity or services, such 
as medical service. These additional studies would provide a frame of refer- 
ence in which to evaluate the relative importance of unmet needs for medical 
services. Since persons literally need everything, need alone cannot deter- 
mine the allocation of goods and services. 

A study, however carefully conducted, that limits itself to the unmet needs 
for one type of service is likely to be misinterpreted. Conclusions can be 
reached according to the degree of alarm one wishes to create, of the frightful 
conditions traceable to the unmet needs for the one service under consider- 
ation. The whole person in his particular economic and social setting must 
be considered if a study of needs is to beofany value. I would urge the Com- 
mission to be very careful about the use of the term “needs’’. If it can 
show that medicine is lagging and the reasons for the lag, the Commission’s 
findings would be helpful. I regret that I could not present morbidity com- 
parisons along with mortality comparisons in my paper, but I submit that 
the mortality comparisons presented do throw some light on the relative por- 
tion of the unmet needs for medical care as compared with the unmet needs of 
our people for all other goods and services. In a nutshell, what industry 
has been as successful as the ‘‘medical care industry’’? 


B. C. or A. D. When a doctor saves a woman 
in childbirth, he just adds her name to the list of 
potential victims of cancer later on. Or if the 
doctor saves a laboring man with pneumonia, he 
is adding one more name to the list of potential 
victims of heart disease. Medical progress can 
only change the age and cause of death. What- 
ever strides medical progress makes, it can never 
be adequate for the family of a dying man. By 
reducing our infant and maternal mortality rates 
and by increasing our life expectancy at birth, 
medical progress has enabled a greater number 
of people to live to an older age. The health crises 
featured in many current articles on health is this: 
Too many people are too fat. I don’t think I 
want to discuss that health crisis. 

Our health progress has been so remarkable and 
has come so fast that there has not yet been time 
for the necessary adjustments in our social insti- 
tutions. The very fact that more people live to an 
older age poses a problem for our society. As I 
have already noted, our population age 65 and over 
has quadrupled since 1900. If we are to truly 
enjoy the gains of our health progress, we must 
adjust our thinking to the problems of an aging 
population. Our aged population should become 
a productive and integrated part of our society. 
Employment and pensions must be provided for 
these people in such a way as to contribute and not 
detract from a healthy free-enterprise economy. 

The “health” crisis is not the prevention of 
325,000 deaths each year as Oscar Ewing claimed 
in his book on the Nation’s health. Rather our 
“health” crisis today is the social crisis which 
health progress has created—by allowing so many 
of us to survive the diseases of childhood, youth, 
and middle age. The aging of our population and 
the ‘dying later” have combined to produce great 
changes in our way of life. It might be said that 
the real health crisis in the United States today is 
seen most clearly on the green benches of St. 
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Petersburg, Florida, where retired citizens congre- 
gate during the cold months of the year. The prob- 
lem, in a nutshell, is to enable them to utilize the 
surplus retired years effectively and fully. 

I omitted a comment at the beginning about who 
spends how much. The data available are only 
samples and many of the samples are defective. 
“What we know as men we must not forget as 
judges,”’ said Mr. Justice Holmes, and his admoni- 
tion applies here. We know as heads of families 
that when our children were being born and during 
their infancy and pre-school years our medical 
care expenditures were relatively high. I say rela- 
tively high because our income was relatively low 
while we were getting started in our profession or 
trade. Fortunately our family expenditures for 
shoes, clothes, and education were low when we 
needed a baby doctor. As we and our children 
erew older our medical care expenses gradually 
diminished as our other expenses increased and our 
income increased. Hence any study of who pays 
how much for medical care must take age into 
consideration. Young families are typically low- 
income families with relatively high medical care 
expenses. Any data on the relationship between 
family income and expenditures for medical care 
would, of course, be worthless if the age distribu- 
tion of the families had not been standardized in 
advance. To my knowledge no good study meet- 
ing this test exists for any considerable sector of 
the American population. I would predict, how- 
ever, that a national study would show, after ex- 
cluding the highest and lowest income classes for 
technical reasons, that the percentage spent for 
medical care is almost the same in all income classes 
for families whose members are at the same ages. 
At the other extreme, a husband and wife during 
their retired years may face a relatively heavy 
burden of medical care costs, but that would occur 
long after the burden of rearing children had 
been paid. 


AN APPROACH TO EXISTING PROBLEMS OF 
FINANCING MEDICAL CARE 


HARRY BECKER 


Associate Director, Commission on 
Financing of Hospital Care 
Chicago, Illinois 


This Nation is on the threshold of a new era in the 
growth and expansion of health services. In the 
past 10 years we have witnessed dramatic 
advances in the prevention, diagnosis and treat- 
ment of illness. And there is every reason to 
believe that in the next 10 years scientific progress 
in the development of new methods for the care 
of the sick and injured will exceed in importance 
those of the last half century. 

At the same time that scientific advances have 
been going forward at an unprecedented rate, 
there have been other developments of equal 
importance. During the past decade we have 
increased our total consumer expenditures for 
health by almost three hundred percent. The 
increase of our expenditures of tax funds for 
health purposes has been even greater. Part 
of these increased expenditures are due to higher 
costs and a growing population. Even so, after 
allowances for these factors, the fact remains that 
we have allocated in the past decade a higher 
percent of personal and national resources to 
health than ever before in our history. These 
increased expenditures have made possible higher 
utilization of health services and higher standards 
of care. It is right and proper that we raise our 
expenditures for health and that we continue to 
increase our consumption of health services. One 
of the characteristics which has set America apart 
is our determination to give top priority to the 
health, welfare, and security of our people. 
Greater well-being and higher standards of living 
are the ultimate goals of our social and economic 
activity. Our decisions with respect to health 
must reflect these goals and they must be based 
on the proposition that the knowledge and skills 
which will advance our health standards is a public 
trust. 
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The economic problem facing us today is not 
unlike the ‘lag’? we find in other fields of our 
expanding national life. It can be stated quite 
simply: We must find effective ways to close 
the “gap”? between the level of health service 
currently being received by the majority of our 
citizens and the health services we now know how 
to provide. We should not be sidetracked into 
carefully documented studies on the extent of the 
gap. There is a gap and most of us are against it. 
Narrowing the gap between generally available 
health services and those we now know how to 
provide is a big task. The economic forces which 
tend to widen the gap are strong. The price of 
health services in our economy is growing and 
will continue to grow. Modern medicine costs 
more to provide because the unit of service is 
more complex and the types of illnesses have 
changed significantly. Only a few years ago the 
infectious diseases were our primary concern. 
But today, the chief causes of death—cancer, heart 
disease, and kidney disease—present increasingly 
complex technical, administrative, and economic 
problems. 

These diseases commonly require the facilities 
generally found only in well-equipped hospitals 
and clinics and the combined skills of medical 
specialists, laboratory workers, X-ray technicians 
and other health specialists, as well as the services 
of the personal physician. It is the personal 
physician who must coordinate and evaluate the 
findings and relate them to the patient’s social 
and economic life and his physical and emotional 
health. 

There are other considerations we must take 
into account in our approach to building an ex- 
panding health service. One of these is increasing 
longevity. In specific terms, it is expected that 
the number of persons over 65 years of age will 
probably increase by more than 60 per cent in the 
next twenty-five years. We must bear in mind, 
too, that the general educational level of our 
people will continue to rise and that as it rises, 


people will be more articulate and insistent in 
their demands for the highest level of health 
service attainable. Equally important is the 
expectation that the standard of living of the 
American people will increase by three to five 
per cent a year. These important considerations 
cannot be overlooked in making public policy 
decisions on the ‘‘tooling up” necessary for the 
health job ahead. 

Since there is general agreement that a gap 
exists, we must focus attention on expanding 
health services to fill the gap. To do this we must 
create a climate conducive to a positive approach 
to problems—an atmosphere in which the various 
groups and individuals can work together. In 
this way, we can, in the best American tradition, 
agree on objectives and then hammer out methods 
for their accomplishment. The methods selected 
will necessarily need to be consistent with our 
tradition of individual responsibility and with our 
pattern of using government as an instrument for 
doing those things which we cannot achieve alone 
or as members of voluntary groups. 

The “how” has two parts: The first involves a 
decision on methods for adequate financing and 
the second involves agreement that we must 
constantly review and reconsider methods for the 
most effective utilization of health personnel and 
facilities. 

With respect to financing: The plain fact is that 
we are not allocating enough money to health serv- 
ices. Evidence of this is the national shortage of 
hospital beds; the need to modernize most hospital 
plants; and the shortage of professional and tech- 
nical personnel. Another indication of under- 
financing is the retarded development of preven- 
tive services and of modern diagnostic and rehabili- 
tation centers. Mental health and public health 
services are other areas of concern which need 
more adequate financing before higher standards 
can be achieved. 

What proportion of the Nation’s income should 
be allocated to health? What is the proper place 
of health services in our total standard of living? 
These are policy decisions which must be made in 
relation to other demands on our economy and 
productive capacity. They are not decisions for 
the technician but rather, questions which must 
be decided by the consumer group. 

We have four basic methods for allocating funds 
to health: Patient payment at the time of illness, 
voluntary prepayment, tax allocations, and phil- 
anthropy. Payment for care at the time of illness 
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is less significant as a source of hospital and physi- 
cian income just as it is in philanthropy. 

The extent of tax fund allocations for health 
depends in large part on our ability to extend 
voluntary prepayment protection to income groups 
that now fall back on public sources for health 
care when a major family medical expense occurs 
and, in addition, on the extent that voluntary 
prepayment can include preventive and diagnostic 
services and long-term care. Even so, as stand- 
ards of health are raised and public health services 
are increased and strengthened it seems reasonable 
that tax fund allocations will tend to expand. 

The unpredictable nature of illness and higher 
costs of care have been motivating factors in the 
development of voluntary prepayment from a 
relatively unimportant source of income for 
health 10 years ago to a major source of income 
today. 

In the next 10 to 20 years voluntary prepay- 
ment will become the major source of payment 
for hospital and physician services if the present 
rate of public acceptance of this method of allo- 
cating consumer expenditures continues. Public 
acceptance of voluntary prepayment plans is 
illustrated by the fact that in hardly a decade more 
than half the population of our country have 
sought such protection. Moreover, the number 
of persons so protected is growing at the rate of 
approximately one per cent a month. We have 
certainly had sufficient experience with prepay- 
ment to know now that it is an effective economic 
tool. 

If voluntary prepayment plans are to achieve 
their potentiality as an economic tool they must 
serve as the basic method for the systematic and 
orderly budgeting of consumer expenditures for 
health; and as the source of income for financing 
health services not recognized as the responsi- 
bility of tax-supported agencies. 

If we bear in mind that prepayment is still a 
new development (most of the present plans have 
been in effect less than ten years), the progress 
which has already been made toward meeting 
these criteria is striking. More specifically, the 
ultimate test of voluntary prepayment plans will 
be the extent to which they accomplish the follow- 
ing objectives: 

1. Provision of comprehensive benefits, in- 
cluding the major portion of the cost of such 
expensive illnesses as cancer and heart disease 
and protection for the chronically ill and those 
with prolonged and costly illnesses: 
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2. Development of techniques for bringing 
into voluntary prepayment programs the entire 
employed population and their dependents and 
such other population groups as have personal 
resources to meet the cost of prepayment; 

3. Creation of incentives by the voluntary 
prepayment plans for expanding health services 
in the direction of preventive and diagnostic 
services; 

4. Provision of prepayment on an economical 
and efficient basis; and 

5. Assurance of consumer representation at 
the policy making level. 

These tests for measuring the ultimate validity 
of voluntary prepayment are not unreasonable 
when matched against specific progress in the past 
5 to 10 years. To realize the full potentiality 
of the voluntary prepayment’ mechanism in 
financing health care will require a broad public 
understanding of the role of prepayment as a 
public service. 

Official recognition of the existing voluntary 
prepayment plans by government would help 
materially in giving the increased support needed 
to accelerate their growth. One step toward such 
official recognition would be to permit government 
employees to participate in voluntary plans which 
meet specific standards on the same basis as em- 
ployees in non-public employment—that is, by 
payroll deduction. Another step would be the 
provision of technical consultation services and 
other forms of government encouragement to the 
development of voluntary prepayment. Govern- 
ment might also explore the feasibility of arrang- 
ing for payment of hospital-medical care for 
certain groups of public beneficiaries through the 
voluntary prepayment plans. 

Assuming that voluntary prepayment will serve 
as the mechanism for financing the health service 
required by the employed population, there re- 
mains the problem of financing care for those 
groups which cannot pay for their own care— 
and the other necessities of life—under present 
methods of financing. In general, care for these 
groups is presently under-financed. Tax-sup- 
ported agencies and private welfare agencies have 
not, for the most part, increased their payments 
for health care at the same rate that the cost of 
services has increased. The result is that care 
rendered to these groups is a serious economic drag 
on hospitals and other health and welfare agencies. 

Specifically, these groups include the aged de- 
pendent, the disabled, the unemployed and other 


groups that must depend upon public benefits for 
the necessities of life, including health services. 
Until we have met on some basis the problem of 
adequate financing of health care for these groups, 
our community health services will continue to be 
under-financed and standards of care will inevi- 
tably reflect this situation. There are few who 
will deny the need for more adequate financing of 
health care for these groups. 

If we accept the pattern of financing which 
establishes voluntary prepayment for the families 
of the currently employed and which, through 
government assistance, provides some standard of 
care on essentially the same basis for the non-wage 
and low-income groups—we will close most of the 
existing gaps in financing care. There are, how- 
ever, categories of illnesses and types of services 
for which government has assumed responsibility 
and which are available to various groups classified 
by income or such other categories as veterans’ 
services, mental illness, tuberculosis, care of 
crippled children and the public health services. 
These services should be integrated to assure a 
comprehensive and coordinated community pat- 
tern, thus avoiding present gaps and exclusions, 
as well as overlapping and duplication. 

With respect to improved methods for organiza- 
tion and distribution of services: the develop- 
ment of improved methods for organization and 
distribution of services constitutes a problem much 
more difficult to identify than that of more 
adequate financing. 

Since the turn of the century improvement in 
the health care of the people has resulted from two 
broad advances in the field of medical science. 

The first of these was the large-scale prevention 
of disease which followed the introduction of pub- 
lic health methods in the field of infectious diseases. 
The application of existing knowledge of sanitation 
and health education and the carrying out of large 
scale immunization, involving almost the entire 
population, were the implements in this effort. 

The second main avenue of progress in health 
has been in the field of treatment. Examples of 
this advance are the sulfonamides, the antibiotics, 
the hormones, and the isotopes. 

The next major area which promises to reduce 
mortality and morbidity is the field of prevention 
of disease—particularly those conditions which, 
when unrecognized, result in prolonged and need- 
less chronic illness. To achieve progress in the 
solution of this problem, the approach must be 
twofold: First, there must be an intensification 


of efforts in the development of tests which will 
aid in early detection of disease; and/ secondly 
means must be found to bring these new develop- 
ments, in combination with those now in use, to 
the entire population of the country. 

In order to realize the full potential of disease 
prevention in the individual patient, a reorienta- 
tion will be necessary for the public, the health 
professions, and the prepayment plans. 

In tracing the course of medical progress for the 
past half century, it is readily apparent that a new 
medical discovery of great potential benefit to the 
people is but the first step in a chain of events lead- 
ing to its general application. In each instance, or- 
ganization of the joint efforts of physicians and 
hospitals has been essential to insure widespread 
and economical application of the new health tool. 
Developments in such fields as radiology, labora- 
tory diagnosis, vascular surgery, and the isotopes 
have required a reorganization of physician- 
hospital effort to insure maximum safety, effec- 
_ tiveness and availability to the public. 

We now recognize, as a result of the great 
strides which have been made in medicine, that 
many diagnostic and treatment services require 
facilities and skills that often cannot be made 
available unless provided as a part of hospital or 
clinic services. Inevitably, the tendency has been 
toward greater utilization of the hospital for health 
services which might not have been provided at 
all, or if provided, would have been achieved less 
satisfactorily in physicians’ offices or in the home. 
This fact accounts for a major part of the signifi- 
cant increase in out-patient services for paying 
patients which is rendered by hospitals. 

The increasingly important role of technical 
procedures for diagnosis and treatment has oc- 
casioned experimentation in the organization of 
professional services. In some instances groups 
of physicians have organized themselves around 
hospitals with offices in, or in conjunction with, 
the hospital for the purpose of more economical 
use of their own tims and of facilities and para- 
medical personnel. Some hospitals have explored 
the validity of employing physicians in order to 
provide an organized medical service. Actually, 
little is known about the long range advantages of 
such arrangements to both the public and to the 
professional personnel involved. The point of 
primary significance is that such experimentation 
is going forward and reflects the growing concern 
for the problem of organization of services. 

Industry is investing substantial sums of money 
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to explore new methods for producing a better 
unit of service or product at a lower cost. Similar- 
ly, if a better health service at a lower cost can be 
provided through research in organization and 
administrative methods, we are compelled in the 
public interest to conduct such research. 

When the infectious diseases were a major cause 
of ill health and death, we learned that individual 
physicians acting alone could not effectively con- 
trol their spread or apply effective preventive 
measures. Through tax funds, local health de- 
partments were established to apply scientific 
knowledge to the problem, and virtual elimination 
of many infectious diseases as a cause of death 
resulted, Mass public education programs were 
developed, children were immunized, and water 
and milk supplies were made free from disease- 
carrying bacteria. The result was spectacular. 
To provide only one illustration, the typhoid 
mortality rate fell from 26.8 per 100,000 popula- 
tion in 1900-1904 to 0.6 in 1942. 

Today, with only two of the first five causes of 
death the same as those which prevailed in 1900, 
we have a new problem in disease detection and 
control. Louis I. Dublin, second vice-president 
and statistician, Metropolitan Life Insurance 
Company, in his book, The Facts of Life, says 
with respect to cancer, the cause of one-seventh of 
all deaths, “It has been estimated that with 
present medical and surgical techniques, mortality 
from cancer could be reduced one-third from its 
present levels by early detection of more cases 
and by increasing the availability of adequate 
treatment.” If this statement is true, and if it 
can be made with respect to other causes of death, 
the administrative problem of organizing our 
skills for more effective use is one to which we 
should continuously direct our attention. 

In the past few years a technique has been 
developed and tested in a few communities for 
mass screening for disease detection. Although 
the experience with these community-wide efforts 
has been limited, they are an attempt to reach 
entire segments of the population with a low cost 
disease detection program. Without attempting 
to evaluate the case for these multiphasic screen- 
ing programs, they illustrate research in the field 
of new methods and are suggestive of the possi- 
bilities of new patterns of organization of skills 
and techniques to meet present-day as well as 
future health problems. 

From an economic point of view as well as from 
that of the health profession, it will be necessary 
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in the years ahead to find the least costly methods 
- for keeping the population well and for treating 
illness early in the course of disease. These 
methods, maintained at a level consistent with 
high standards of professional and personal serv- 
ice, must be developed if we are gonig to expand 
our health services to meet the problems that are 
emerging. 

Future personnel requirements, as a matter of 
public policy, must be geared to our concept of the 
kind of service we are developing and the level of 
care that is socially desirable. Additional health 
personnel are undoubtedly necessary as we expand 
health services through more adequate financing 
and through raising of our over-all standard of 
health care. Increasing the supply of personnel is 
a part of the “tooling up” job that is ahead. 
The allocation of financial support to training is 
a decision on priorities that can be made only in 
relation to other health needs and resources. The 
role of government in financing and extending 
training facilities is a policy decision before the 
American people. 

Expanded research effort, particularly with res- 
pect to diseases of major social and economic 
significance and with respect to administrative 
methods, must be pushed forward. Through re- 
search we must learn how to prevent illness as 
well as how to apply our knowledge of prevention 
in a manner which brings it within reach of all 


people. Knowledge that is not translated into 
services, evenly distributed to the largest possible 
number of people, is without social and economic 
value. Technical research on causes and treat- 
ment of disease must be accompanied with a like 
amount of emphasis on administrative procedures. 
The laboratory for research efforts in the field of. 
health must be world-wide and must encompass 
the social and cultural influences, the physical and 
mental. This is not a job voluntary groups can 
do unaided. It requires the combined efforts of 
our total research resources throughout the world. 

And finally, a look back at the health service 
developments of the past fifty years—and more 
particularly at the last ten years—and a look for- 
ward at the possibilities in the next ten to twenty- 
five years will help give the perspective necessary 
for the decisions which present problems make 
imperative. Without this perspective there is 
danger that we shall think too narrowly and in a 
manner which is merely expedient. Health plan- 
ning requires that we think in terms of what our 
health job will be ten to twenty years from now 
so that decisions made today will provide the basis 
for continuous progress. If we do this there can 
be only one course of action: Build on what we 
have today, to the end that the best in health care 
will be accessible to all the people throughout the 
country. 


WHEN SICKNESS STRIKES A FAMILY 


HELEN HALL 


Director, Henry Street Settlement | 
Chairman, Subcommittee on Health Needs 
National Federation of Settlements 
New York City, New York 


My presentation deals with a cross section of 
neighborhood experience with medical needs and 
costs—based on first hand testimony of 553 
families with incomes ranging from less than $2,000 
to $6,000 a year. 

Years of working and living in a low-income 
neighborhood are bound to bring awareness of 
where life presses hardest. Settlements know only 
too well how sickness dogs the footsteps of working 
people and their families. Except for unemploy- 
ment no other common problem ranks with it. 

Lack of decent shelter and dread of old age are 
runners up. Since World War II, housing has 
moved into acute concern. Fortunately, this year 
an extension of our National Social Security 
System has brought more adequate and more 
widely spread protection to the aged. 

During the depression years, it was lack of jobs 
which overshadowed these and every other human 
need. Since then, Federal-State Unemployment 
Insurance and Employment Services have helped 
to cushion households and communities against the 
ups and downs of work. I’m sure many of those 
who fought against their enactment in the 1930’s 
were glad to have them sustain purchasing power 
during the business recession in 1948-49. In 
those years in our neighborhood we again began to 
hear women say, “‘He’s out of a job,” and it was an 
infinite relief to know that the family would have 
something to fall back on while “he” hunted for 
work. 

This constructive legislation has done much to 
take the edge off the hazards of unemployment— 
but Americans have yet to lay that other spectre 
of sickness and its costs. 

From time to time neighborhood workers test 
out their daily impressions by means of sampling 
studies or surveys, which discount or reinforce, as 
the case may be, any conclusions drawn from such 


intimate experience. Over the years we have done 
this repeatedly with respect to medical care be- 
cause the need for such care has been so omni- 
present in the lives of our neighbors. 

Once again, checking our first hand experience, 
we must break with the crescendo of reassuring 
pronouncements by organized medicine, and by 
other interested groups, which would have the 
public think that things are much better than we 
find them. 

Right now, in spite of the spread of various 
forms of voluntary health plans, the day by day 
needs for medical treatment we confront in our 
neighborhood are not being met in an overall way 
that is either humane or statesmanlike. Lip 
service is paid to preventive medicine but the 
obvious place where it should start is largely 
ignored. ‘That is in the homes of those who most 
need it and can least afford it. 

Too many of the rest of us do not see, or will not 
admit, that health services are piecemeal and 
chaotic, and that we are leaving economically 
handicapped families to pick their way in and out 
of this chaos as they search for help in keeping 
well. They grasp at various health plans that 
will protect them at one point or another—hoping 
that with luck their policy will cover the days 
spent in the hospital or that a cash indemnity will 
cover costs—or that the insured member of the 
family will be the one sick—or that the cost of 
having a baby will fit into the maternity benefits. 

On the one hand, we have been aware that an 
increasing number of families, especially in the 
higher income brackets among our neighbors, have 
come to help meet hospital bills through health 
plans. 

On the other hand, we are acutely conscious of 
many families about us, in and outside of health 
plans, who do not feel free to call or go to a doctor 
before bronchitis turns into pneumonia, or a small 
lump into cancer—or to go to the dentist before an 
extraction is necessary. With the spread of life- 
saving but very expensive drugs, the bills for them 
loom painfully out of reach of the pay envelope. 
At the same time that the cost of eye care and eye 
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glasses has risen, comes the increased knowledged 
of their crucial importance. 

Last year at Henry Street Settlement, on New 
York’s Lower East Side, we endeavored to get 
a current blueprint not only of what medical and 
dental care and drugs are costing our neighbors, 
but also how far voluntary health surance plans 
of various kinds have reached down into our neigh- 
borhood and how much protection they assure. 

Altogether we interviewed 732 families and 
these yielded 553 schedules which we used as a 
basis for our findings.’ They included members 
of our adult clubs and the parents of children 
coming to Henry Street. Lest this should prove 
too selective, we made a door-to-door canvass 
covering two square blocks. 

We realized that whatever the results, they 
would probably present a more favorable picture 
than might be found generally, because the people 
of the Lower East Side of New York have more 
access to health facilities than many urban, as 
well as rural communities, the country over. They 
have been more subject to education in mutual 
protection against sickness and a pioneer experi- 
ment in voluntary health insurance, the Corlears 
Hook Medical Association, was carried on for 
three years in our immediate neighborhood. 

Of the 553 schedules studied 13 percent fell in 
the lowest income level of under $2,000 a year— 
three-quarters (76 percent) fell in the $2,000—$4,000 
brackets; the remaining 11 percent were at the top 
of our scale in the $4,000-$6,000 brackets. It 
should be borne in mind that these were family 
incomes and a large proportion especially in the 
higher brackets depended upon more than one 
wage earner in the family. The occupations 
covered a wide range: letter carriers, post office 
clerks, shipping clerks, taxi drivers, truck drivers, 
electricians, firemen, janitors, painters, policemen, 
salesmen, shopkeepers, stenographers, bartenders, 
waitresses, garment and other factory workers. 

On the whole our inquiry covered employed, 
self-respecting people, eager to be on their own and 
self-dependent. Such families are aware that 
sickness is no respecter of provisions in a health 
plan. On the other hand their experience with 
sickness has been a bitter teacher and we have 
seen them turn to plans with limited provisions 





1 We discarded 85 schedules where income or other data was not complete, 
and nearly as many more where the family was on Home Relief, as the New 
York City Department of Welfare has a system of medical care for its clients. 
Fourteen of the families earned more than $6,000 and as the income brackets 
to be studied stopped at that—these, too, were not included. 


when these seemed to be all that was within reach. 

The Health Insurance Plan of Greater New 
York, familiarly known as H. I. P., comes nearer 
to giving the kind of medical care that families 
need and long for than any other in the com- 
munity. This plan provides for complete diag- 
nostic examination, unlimited surgical, medical, 
and maternity care in the hospital, at home, and 
in the doctor’s office and, most important, con- 
tinuing preventive services. Also for visiting 
nurse and ambulance services. Hospitalization 
is included through a working arrangement with 
the Blue Cross. The whole family can be covered. 
However, drugs are not included—nor dental care. 

These provisions come nearer to those in the 
insurance section (Title VII) of the long pending 
National Health Bill than any other available in 
New York. Under existing voluntary plans, 
however, eligibility is almost always limited to 
employed groups, approximately 60 percent to 75 
percent of whose members must enroll, and this 
high enrollment usually depends upon the willing- 
ness of the employer to share the cost. This 
method eliminates from coverage a high proportion 
of lower paid and casually employed workers. 
Experience shows that managements which have 
already obtained good wages are those which secure 
this type of benefit in collective bargaining. 

While it is true that certain policies are open 
to individual enrollment, these coverages are 
comparatively expensive and honeycombed with 
limitations. 

Another provision of the National Health Bill 
highlights one of the chief shortcomings of the 
presently available plans. Too often all that is 
provided is an indemnity benefit—a certain 
amount of cash. Rarely do these sums cover the 
doctor’s or hospital’s full charge. The insured is 
still unable to foresee what the costs of any sick- 
ness may be. What families need are “service’’ 
benefits, under which the insured receives the 
doctor’s or hospital’s service in return for his 
premium and is not subject to any extra charge. 

In spite of what might be considered a favorable 
climate, only 11 families out of the 553 had the 
comprehensive protection supplied by H. I. P.— 
3.4 percent of our families were served by it, and 
only half of these had policies covering the whole 
family. For the rest, as the families reported: 


15.8 percent were covered by the Blue Cross for 
hospital care only, with three-fourths of its policies 
embracing the whole family. 


9.6 percent fell under industrial plans which were 
reported as established by employers—two-thirds 
of which covered the family. 


9 percent had plans which were reported as 
established by unions, less than half of which 
covered the whole family. 


5.9 percent had “sick benefits’ in some kind of 
fraternal organization with half covering the 
family. 


3.1 percent carried Blue Shield which contracts 
with physicians to serve on a fixed-fee basis. If 
the subscriber is in a very low income bracket, 
almost all these contracts cover the whole family. 


2.2 percent were insured directly by commercial 
insurance companies, more than two-thirds of 
them covering the whole family. 


To sum up, something less than half of our 
families scheduled (48 percent) carried voluntary 
health plans in some form or another, approxi- 
mately three-fifths of these without covering the 
whole family—and something more than half of 
the families (52 percent) had no plans at all. 
Such. percentages indicate both the lack of thor- 
ough going protection for families and the lack of 
orderly planning on the part of the community. 
They also show how widespread the fear of sickness 
is and how families reach out for some way—how- 
ever piecemeal—to cope with it. 

Back of these figures is great confusion. Few 
of the families we talked to had a clear idea of 
what the plan they had would do for them, how 
it protected them and from what. As one woman 
put it, “You better read that small print or you'll 
be pretty surprised when you’re sick.”” The reply 
of another was, “I don’t understand it when I do 
read it.”’ The trepidation that most of us, at 
some time or other, have felt in facing “small 
print”’ on a contract should give us a fellow-feeling 
for these folks as they weave their way in and out 
of the complications of trying to get protection 
against sickness. 

Reports given out as to the large number of 
subscribers to this voluntary health plan or that 
are pointed to as showing how large a share of the 
American people are now covered by voluntary 
health plans. These plans have shown impressive 
growth and do afford important protection at 
salient points; but the conclusion too often drawn 
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is that low-income families are much more widely 
and more fully served than they really are. 

And the pity of it is that these figures are apt 
to give a false sense of security, for it is insurance 
for comprehensive care with the advantage of 
preventive medicine that families need. True, 48 
percent of these 553 families of ours had tried to 
protect themselves in some way against sickness, 
but less than 2 percent had succeeded in getting 
adequate coverage of at least medical, if not 
dental, needs for the whole family. 

Another factor that concerns us is that as the 
family income goes down even this partial coverage 
afforded by voluntary plans goes down with it. 
Of families with incomes between $5,000 and 
$6,000 76.5 percent had taken out some form of 
insurance, while only 39.2 percent of the families 
earning $2,000 to $3,000 had managed to do so. 

Further, 74 of the families interviewed were 
found to have dropped their policies. Of these 68 
had incomes of $4,000 or less. Twenty-three said 
this was because they could not afford to keep 
them up; fifteen because they had changed jobs 
and lost the plan in the process: seventeen because 
the plan they had participated in was discontinued ; 
thirteen felt that the plan did not fit their needs: 
six gave no reason. 

Almost invariably discussion of illness in clubs 
and even more in informal exchanges brings up 
“how many things you can have” that do not 
come within the particular insurance coverage 
you’ve “taken out.”’ Because we had heard this 
so often, we asked about sickness expenses that 
families had had to meet over and above their 
health insurance payments. Not all could make 
estimates but enough did to more than warrant 
the inquiry. A third of the replies ranged from 
$100 to $400 a year and in a few cases the total 
for outside bills ran up to $440, $500, $680, and 
in one case $1,000. 

For the most part sickness costs had to be drawn 
from memory on the part of the people concerned. 
However, those were important outlays in the past 
year—talked about, worried about, the subject of 
family consultation and planning. The cost of a 
particularly serious illness will be referred to years 
later in all its details. Families took great care to 
answer our questions to the best of their ability. 
The tendency seemed to be to forget some expenses 
rather than to exaggerate them; but major items, 
such as doctors’ and hospital bills seemed harder 
to forget than to remember. There were some 
families in each income group, however, who felt 
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that they could not give an accurate enough ac- 
counting and their expenses did not enter into our 
over-all totals. 

There were altogether 156 families with earnings 
between $3,000 and $4,000 a year. While among 
the insured families one had outside expenditures 
reaching $1,000 in the $2,000—$3,000 group, a simi- 
lar total was reported among noninsured families 
in this medical group. On the other hand, 15 
families could not estimate their expenses, and 14 
were fortunate enough to have had no bills. 
Medical expenses for the year, of the remaining 
127 families, totalled $18,447. They ranged as 


follows: 

Families Expenses 
Cae ee ee ee ee 0. 
ZSOL ied 2a PES Ue pe eke AO Under $50. 
SDk Se ee peg. el $M a8 & $50 to $100. 
Ae a eee ee ee ee ee, ee $100 to $150. 
i Mt BS ag Oe a ee ig ree My el $150 to $200. 
| OO eat Mi am iy di lee Na ia lh Dy ee Eo $200 to $250. 
oe ee EE eae See $250 to $300. 
BG EIR Sd 60 oR eet iE, $300 to $350. 
2, Avast herds best cree tts. aya sgeese lh. xyes $350 to $400. 
ee ee ee et ee ee $400 
EPP EN <a ee Peery ae $500 
TE ee ee eae ere ee ae ee $575 
fe are ee» Re eee ee ee $660 
1: See oe dak ii hs pie $700 
lt: 2 ooegees |. he. te lit ome Le opi a ee: $800. 
a a eee ae Se ee $1,000 


Just under half of our families earned between 
$2,000 and $3,000. Of these 265 families, 25 felt 
they could not estimate their expenses and 29 had 


no bills. The remaining 211 families had expenses 
totaling $25,842, classified as follows: 
Families Expenses 

2 Oe ee eee es eee Cee ee ee None. 
TAUSUGNS OME Sk OS ENT) oh Under $50. 
ae Ree) Se tel) eee ee $50 to $100. 
Ai pts ee aes ees ee en ee S $100 to $150. 
1A Ry a a eer Fo lt at = ee $150 to $200. 
LA Se Vee ee ee ee. $200 to $250. 
O25 eee ee eee - $250 to $300. 
Bit RIL? DR ORT ABMS PRA ahs be Pd $300 to $350. 
isch. step th spee Sie basaen ified s hits ys: $350 to $400. 
[i oe ee fae oe ee ee $400 to $450. 
) pin Re eee ae RE Sr Se $450 to $500. 
Si ip Se ae Rend of zat ny ly. SE eA gh $500 to $550. 
De es ee ee ee ae $700 
LAS Bowe BOs, ee. 2eBEE pty $750. 
lds niectt da. degdi edt: abstolsssts $1,000 


There were interesting comparisons to be made 
between highest and lowest income levels. There 
were 46 families between $4,000-$5,000 and 17 
between $5,000 and $6,000; or taken together, 63 
families between $4,000 and $6,000. This com- 


bined group of 63 families reported spending $6,545 
on medical care that year. 

This was over twice as much as was spent by 69 
families in the lowest income group under $2,000. 
Their total came to $3,065. 

Our figures on the use of clinics are significant at 
this point for they revealed that two-thirds of the 
under $2,000 income families made use of clinics— 
whereas only one-third of the $5,000 to $6,000 
families turned to them. 

This illustrates how some of the needs at the 
lowest income level are met. But even at their 
best, clinics cannot take the place of general 
medical care. These families, above all—whose 
food and shelter and clothing are least adequate— 
need to be able to call or go to a doctor when 
sickness strikes. Clinics or accident wards are 
hardly the answer when a household is afflicted 
by a respiratory infection, many children’s 
diseases or sudden acute symptoms at any age, 
and most clinics are a far cry from preventive 
medicine. 

Even where the medical situation is one that 
fits clinical treatment, there are human dis- 
advantages which weigh heavily against the very 
people whom clinics are meant to protect. One 
of these is the too often frightening impersonal 
treatment from social worker, nurse or doctor. 
The more helpless or ignorant the patient, the more 
they need and crave reassurance and explanation. 

The hours clinics are held are difficult for the 
wage-earner who needs medical care and cannot 
take time off from his job to attend. A mother 
is disadvantaged who cannot leave her other 
children to take the sick one to the clinic, and she 
may have to wait long hours with them clinging to 
her skirts. Underneath it all is a widespread 
embarrassment in accepting what is given as 
“charity.”’ 

Altogether the 553 families reported expendi- 
tures for doctors’ and hospital bills and insurance 
coverage of $53,899 and an additional $6,519 for 
eye care—making a total of $60,418. It is to be 
remembered and emphasized that this was ex- 
clusive of amounts reported for dental care and 
drugs. 

According to our schedules, 25 had not spent 
enough for drugs to report on it while 111 felt 
they could not estimate the amount. According 
to the remaining 417 families, they had spent 
altogether $20,757 on drugs during the year or 
an average of $4 a month each. Clearly no plan 
for medical care can be wholly sound without 


taking into account necessary medicines. This 
would be true even if this average of $48 a year 
came to rest evenly on every family. What ac- 
tually happened was that 92 of the families spent 
from $75 to $360 in 12 months. Obviously we 
must reckon with ‘‘catastrophic”’ drug bills which 
drain the family purse at the same time that other 
emergency expenses pile up. One woman told of 
waiting a week to pick up the prescription which 
her doctor had given her, until she had the money 
to pay for it. 

Some of this spending is no doubt ill-judged 
and for much advertised cure-alls which often 
meet with eager trial when sickness is fraught 
with so much anxiety. 

In asking our neighbors about their dental care, 
done or left undone, we were getting into a field 
that most insurance plans have yet to explore. 
Here if anywhere we need community planning 
and direction if we are to bridge the gap between 
scientific knowledge and skills and the household 
needs in such a community as ours. Only sys- 
tematic dental care in our public school system 
could bring dental progress to bear universally 
in the growing years that count for most. 

Because it is easier to put off care of the teeth, 
we found even greater disparity between the total 
$2,868 which 37 of the 69 families in our lowest 
income group spent for dentistry in a year, and 
the $8,005 which 51 of the 63 families in the upper 
brackets paid in dental expenses. 

Average annual dental costs per family go up 
from $46 at the lowest income level, under $2,000; 
to $76 per family at $2,000 to $3,000 a year. 
They rise to $86 in the $3,000 to $4,000 group; 
to $121 at $4,000 to $5,000 a year; and to $175 
at $5,000 to $6,000. As high as $600 was paid 
by two families. 

The overall total of dental bills reported ran to 
$42,489. As an example, in the largest group, 
families with incomes between $2,000 and $3,000, 
dental costs ran as follows: 


$2,000-$3,000 


265 families—average dental cost $76. 

18 could not estimate. 

7 neglected due to cost. 

1 stopped at $25 due to anticipated future cost. 
1 stopped at $40 due to anticipated future cost. 
1 stopped at $60 due to anticipated futrue cost. 
2 stopped at $75 due to anticipated future cost. 
1 stopped at $100 due to anticipated future cost. 
48 had had no bills. 

186 had remaining bills totaling $18,471. 
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Range 

Families Expenses 
DO eae ee he Bee. Bellas. ele _ None. 
5/6 eek _ Less than $50. 
is ae See Tee EP ae _ $50 to $100. 
Doe eee oe a ee LUO UOT OO: 
12 Bees pea Ee ___ $150 to $200. 
Ses el. eseeepeepy ee. sss. SU _ $200 to $250. 
Set teagan oh: fs tenes teh. bye The $250 to $300. 
4. aA Bele « Se OE ee. $300 to $350. 
Si epere a Oe ey . $3850 to $450. 
See oe : _ $450 to $500. 


es Sees eee Pee ee ee $510. 


Among our 553 families, the year’s over-all total 
for medical and dental and eye care plus drugs 
came to $123,664.2 The significance of this out- 
lay les in what the familes got or did not get 
for it. 

Only 11 of them received comprehensive medical 
care for all the family. Little reached them that 
could be called preventive care. There was al- 
most no sharing in today’s great advances in 
psychiatry. Worry, insecurity and fear entered 
into their bouts with sickness. It must never be 
forgotten that when an employed worker becomes 
sick the economic loss is twofold—his wages stop 
at the same time medical costs mount. Even 
when he is fortunate enough to receive benefits 
they do not take the place of wages in amount. 
A few States, including New York, have made 
beginnings in disability insurance but there is no 
country-wide coverage yet. 

More illuminating, and more poignant than our 
statistics, have been the comments and _ stories 
which reached us. Continued and drastic criti- 
cism of treatment in clinics stood out. Also the 
frequent lament, ‘I didn’t know where to turn 
when I needed a doctor.”” Repeatedly there was 
warm appreciation of both kindliness and success- 
ful service rendered by particular physicians in 
the neighborhood, in clinics and hospitals and in 
specialists’ offices. In truth, nowhere is the 
doctor-patient relationship prized so highly as in 
neighborhoods where it is hard to come by and 
where studies show that only a third of the patients 
can lay claim to its comfort. 

Our own study would certainly indicate that 
these families and those in like circumstances are 
without easy access to that great body of medical 
protection which can be had for the buying. This 
should not be the only criteria in a democracy 
which has safeguarded people against such major 
hazards as unemployment and old age. By 


2 Exclusive of medical expenses unestimated by 63 families, drug expendi- 
tures by 111, and dental expenditures by 36. 
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strengthening such families on this front—when 
sickness strikes—our country would be strength- 
ening itself. 

Florie Minsky, age 6, fell and fractured two 
bones in her wrist while in play-school. Because 
her mother once had a bad experience in a clinic 
she rushed the little girl uptown to a doctor 
she knew. As she had no one with whom to leave 
Florie’s two younger sisters, ages 4 and 3, they 
had to go along, too. She took a taxi with the 
three little girls to the doctor and he took an 
X-ray of the fractured wrist, put on a temporary 
bandage, but did not want to set it, and so sent 
them on to a surgeon whom he recommended. 
The surgeon wanted $150 to set the wrist, but 
finally said he would do it for $75, only he must 
have the money in advance. Mrs. Minsky said 
she didn’t have it, but would borrow it and bring 
it to him the next morning at 11 o’clock. 

She left little Florie in the hospital and went 
back home. She had been going with the little 
girls—broken wrist and all—from one o’clock until 
six. However, as soon as she had fed the little 
girls she went out to borrow the $75 in the neigh- 
borhood. She ‘got a little here and a little there’. 
One neighbor came in while she was out and left 
$10 on the kitchen table. By the next morning 
she had the $75 and met her 11 o’clock appoint- 
ment, money in hand. 

Then at the hospital she was met with a $62 
hospital bill which they told her she must pay 
before she could take the child home. This bill 
was finally vouched for by a social agency and 
she brought the little girl home and relieved the 
neighbor who had been minding the other chil- 
dren for her that morning. She still had to pay 
$10 for the X-ray and $5 for the office visit to 
“her doctor”, so that all told, not counting car- 
fare and taxis (and another X-ray later) the acci- 
dent had cost her $152, or approximately what 
her husband earned in 3 weeks. He is a truck 
driver earning $55 a week, and he had just been 
covered by some kind of insurance policy but she 
had no idea how it operated and whether it cov- 
ered the children. The five of them lived in two 
tiny but spotlessly clean rooms. The parents 
sleep in the kitchen on a bed they fold up in the 
day time. Mrs. Minsky had telephoned her hus- 
band’s employer when the child was hurt, but she 
didn’t leave any word about the accident because 
she was afraid it would “upset”? him. As a truck 
driver “he shouldn’t be nervous because he could 
have an accident and hurt someone’’. 


This is Anthony D’Alessio’s fifteenth year in 
municipal service and he was one of the first to 
join when the Health Insurance Plan of Greater 
New York was thrown open to city employees in 
1947. With the city meeting half the expense, . 
his share at that time was $5.10 a month— 
covering himself, his wife and their three children. 

Every two weeks when working his check read 
“$102 at the top’’—but what with deductions for 
taxes, pension and H.I. P., this pared it down to 
$85 in take-home pay. Half a month’s rent at 
$17.50 left Mrs. D’Alessio $67.50 a fortnight to 
budget for the other household expenses for their 
family of five. These included food and clothing, 
the father’s carfare, medicine when necessary, all 
other incidentals—and ‘‘extras’”’ beyond ordinary 
running expenses. And also, if possible, movies 
or other entertainment for the children. 

They fell back on the Pension Loan Plan offered 
to city employees—under which Mr. D’Alessio 
could borrow for a major purchase, or to replace 
the children’s clothes from time to time. The 
habit of the D’Alessios was to plan ahead just 
what they needed in amounts varying from $100 
to $300 a year. A loan was advanced, they made 
the purchase, and there was usually about two 
months before the paying-back must begin— 
giving them a chance to enjoy it free of worries. 
Thereafter, regular amounts agreed upon (includ- 
ing interest) were deducted from his two-week 
salary checks. As these were small, payments 
might go on for months. ‘That way we didn’t 
feel it,’ the D’Alessios explain, and these loans 
and the opportunities they provided became an 
important part in the economy of the family. 

The D’Alessios managed pretty well over the 
years under their scheme of budgeting. H. I. P. 
fitted into this because it functioned in much the 
same way. 

Before they joined, the family had often resorted 
to free clinics for medical treatment, and unlike 
most of their friends and neighbors had no strong 
objections to them. As Mrs. D’Alessio put it, 
“They tell me I’m different, but all the same I 
got a lot of good things to say about the clinics. 
Sure you got to wait, but you sometimes got to 
wait two or three hours sitting in a private doctor’s 
office. My time isn’t money, so this way a clinic’s 
free. You think I can afford to buy these nose- 
drops, or that cough medicine?” she asked, holding 
up two bottles her young son was using for his 
cold. ‘The clinic gave him those. But it’s a 
funny thing,’ Mrs. D’Alessio went on, “They’re 


awful good with the children, but they won’t do 
much for me.’ However, she recalls, favorably 
two nose operations she underwent without cost at 
a city hospital—and “‘they treated me good’’. 

Two years ago when the father fell seriously ill 
the D’Alessios budget plans began to buckle. 
Even H. J. P. did not bring them out of the 
troubles they were about to go through. 

The D’Alessio’s problem lay in the fact that the 
breadwinner’s illness had dragged on and he had 
consequently been out of work the better part of 
two years. Everything changed, and_ the 
D’Alessios had to adjust to a new way of life. 

At the start—their H. I. P. doctor diagnosed a 
bladder tumor, recommending an operation which 
Mr. D’Alessio underwent. A month later H. I. P. 
had paid for all his expenses except $20 for anes- 
thesia and $43 for hospitalization beyond the 
allotted span. Meanwhile, there was no break in 
Mr. D’Alessio’s salary and he was shortly back to 
work. It soon became apparent, however, that 
his bladder trouble would confine him to home too 
often. He was asked to resign with the under- 
standing he could have his job back when he got 
well. 

The city salary checks kept up for two months 
after this, and ‘‘then they put us on relief,’’ Mrs. 
D’Alessio explains. ‘‘Things have never been 
right since.”’ Relief checks now came every two 
weeks, but their rent was increased from $35 to $38. 

For two years now, the D’Alessio’s have fallen 
behind on their pension payments which will have 
to be made up when Mr. D’Alessio goes back to 
work. Meanwhile, they could no longer turn to 
the Pension Loan Plan. ‘“‘We can’t get out of 
holes that way anymore,’”’ said Mr. D’Alessio. 
Friends loaned them money to buy clothing for 
the children. ‘I owe my next door neighbor $40 
right now,’ said Mrs. D’Alessio. 

Nor did the D’Alessio’s now have the benefit of 
city help in meeting their H. I. P. fees, and they 
dropped the hospitalization payments. But they 
managed to pay $26.80 due on the remainder of 
the H. I. P. bill. It was hard to get together 
quarterly payments every three months; yet they 
clung to their membership in the plan, thinking 
that Mr. D’Alessio would be back to work soon 
and knowing that H. I. P. was costing them far 
less than the services of a private doctor. 

Throughout these months the D’Alessio’s had 
great difficulty making ends meet for the current 
household expenses. Their 14-year-old son—‘‘he’s 
now almost six feet tall—eats up everything almost 
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as soon as I get it in the house,’”’ Mrs. D’Alessio 
smiles. Besides their household expenses, the 
D’Alessio’s had to buy drugs necessary to Mr. 
D’Alessio’s recovery. At the start he saw his 
H. I. P. doctor three times a week and each visit 
meant an expensive penicillin shot. After a time 
the doctor ‘changed him to pills’ and he is still 
taking them—two sets which last him a little less 
than a month. One bottle costs $8, another $3. 

Mr. D’ Alessio had had the same H. I. P. doctor 
from the beginning, When this general practi- 
tioner left the country for an extended trip, his 
patient was assigned to a neurologist who recom- 
mended somewhat different treatment. Mr. D’ 
Alessio feels that there was a marked change in 
his condition for the first time. “Maybe I just 
imagine it, I’m so anxious to get back to work, I 
don’t want ’em to forget about me.” 

The ‘‘relief”’ doctor, supplied by the Department 
of Welfare, came to their house on occasion, but 
the D’Alessio’s never took to him. The mother 
continued to go to a clinic so that she could get 
medicines free. When she had to call the H. I. P. 
doctor to their home for the children she often 
could not pay for the drugs he prescribed. ‘‘Doc- 
tor, I’m sorry,” she would say, “but I just can’t. 
But I can get it when my check comes.” Mrs. 
D’ Alessio had to say the same thing to her grocer, 
her butcher, and the pharmacist who supplied Mr. 
D’Alessio’s medicines. 

After the D’Alessios stopped paying that part 
of their H. I. P. bill which provided for hospitali- 
zation, Mrs. D’Alessio needed this service badly. 
She had suffered from allergy and asthma in a 
mild form which did not become serious until her 
husband was out of work. ‘‘They say it’s nerves’, 
says Mrs. D’Alessio, voicing a familiar phrase. 
Her difficulties in breathing and in digesting her 
food finally put her to bed. Her H. I. P. doctor 
gave her prescriptions and recommended an ap- 
paratus to facilitate her breathing. Mrs. D’ Alessio 
was up and down, better and worse, and finally 
was taken to the city hospital one night when it 
was extremely hard for her to breathe. ‘For 72 
hours she was in a coma’’. She likes to tell about 
the consultant called in who recommended “one 
of those new miracle drugs. They got me well and 
I haven’t had a bit of trouble since’. 

“Tf my husband’s trouble would only stop,” 
Mrs. D’Alessio sighed, ‘‘Who wants to stay on 
relief?’ 

Just before Mr. D’Alessio had to quit work, 
payments began to come due on $300 he had 
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borrowed from the Pension Loan Plan. ‘‘We 
got that loan to pay back,” as he reckons it, ‘‘and 
we got to catch up on the pension besides. If I 
don’t get back to work soon and get that started 
again we'll never have it to count on in the end”’. 

“We were lucky, I guess. We were able to help 
ourselves!’’—That is how Fannie Davis describes 
her husband’s long illness which began on the 
first day of their honeymoon more than three years 
before when he had his serious attack of ‘‘kidney 
trouble”. Since he was a veteran, he was able to 
go to a veteran’s hospital in the city in which they 
found themselves. There he stayed for three 
weeks. The Davis’ had only allowed for a wed- 
ding trip of a week but had lost two weeks of 
salary and Mrs. Davis had spent three weeks 
alone in a strange city before he was well enough 
to travel. 

Mrs. Davis asked the doctor if her husband 
would have other attacks, and what she could do to 
prevent them. In her own words—‘‘What can he 
eat in order not to grow stones?” The answer 
didn’t help much. “I didn’t give him spicy foods, 
like the doctor told me, and he didn’t drink, but 
that’s all we could do”’. 

So the Davis’ “just met each attack when it 
came’. This was expensive—for a clinic was of 
no use to Mr. Davis. ‘When he got an attack,” 
Mrs. Davis explained, ‘it was so bad that some- 
thing had to be done right away’”’. From time to 
time in the next three years her husband would 
have such attacks about once a month. Each 
required an emergency shot costing $5, plus $3 
charged for the office call it involved, or $5 if Mr. 
Davis ‘‘was so bad”’ that the doctor had to come 
to their home. ‘Sometimes,’ Mrs. Davis said, 
“when we were short, the doctor wouldn’t charge 
us for the office call—just for the shot’’. He also 
had to have three X-rays at $15 apiece during this 
time. 

When the Davis’ couldn’t “make room for such 
expenses”’ out of his weekly earnings, $55, a week, 
they resorted to their savings. These, at the start, 
amounted to about $600, most of which had been 
accumulated by Mr. Davis during his years in the 
service. ‘‘He’s no spender,” his wife says. Mrs. 
Davis also had bought $75 in bonds when she 
worked in a navy yard during the war years. In 
addition to the medical expenses for her husband, 
there were maternity expenses during the second 
year of their marriage. These were paid for out 
of their savings and amounted to $400. As Mrs. 
Davis explained, it was almost impossible after 


that to accumulate again. “Our savings were 
from a long time back,” she said. ‘Any savings 
you have now are going to be like that”. How- 
ever, they had decided not to seek help from 
hospitalization as a veteran because of what Mr. 
Davis had considered rough treatment in a veter- 
ans’ hospital. 

So, soon after the baby was born the Davis’ 
decided to join Blue Cross. This costs them $3.75 
a month. It came in handy on Labor Day last 
year, when, in the middle of the night Mr. Davis 
had such a serious kidney attack that his wife 
called an ambulance to take him to the hospital. 
Ten days later, Mr. Davis’ doctor decided to 
operate. ‘‘He’s a wonderful man,” Mrs. Davis 
says, “‘The operation ordinarily costs $375, and he 
charged us only $125.” They paid for this in 
advance and that, too, came out of their dwindled 
savings. 

Mrs. Davis had to pay, also, for the anesthesia 
which the Blue Cross did not cover. When told 
that this would cost $25 and must be paid in 
advance, Mrs. Davis, who had only a little money 
with her, left that with them, and next day bor- 
rowed the rest from her husband’s sister. ‘I paid 
it right back,” she said. When asked why she 
didn’t get it from the bank where the last of her 
savings were, she said, ‘‘When you have a little 
baby you can’t do things just when you want”. 
She couldn’t get to the bank in the few hectic 
hours before the operation. 

Mr. Davis was in the hospital for nine weeks. 
The Blue Cross paid for 21 days of hospitalization, 
and after that met half the expenses. During the 
remaining weeks, the Davis’ spent $80 themselves 
and the millinery union to which Mr. Davis 
belonged provided the rest. Mrs. Davis was lucky 
enough to get the three blood transfusions her 
husband needed from friends. She went to the 
hospital every day. Her carfare was 20 cents and 
in addition, as she put it, “I had to take him a 
little something when I’d go”’. 

It was after nine o’clock one Saturday night 
when the youngest of the Lawson’s three daughters 
developed a fever of 104 degrees. For six months 
the family had belonged to the Health Insurance 
Plan of Greater New York through Mr. Lawson’s 
employment in the city—but had no occasion to 
make use of its services. 

This was why Mrs. Lawson first scurried around 
the neighborhood in search of a physician, but the 
hour had become late and she tailed to find one. 
Only then she thought about H. I. P., telephoned 


and “we got a doctor in fifteen minutes’. ‘That’s 
the way it’s always been,” she says. ‘‘When I 
need a doctor now | can get him immediately. 
It’s worth the money to me.”’ 

An H. I. P. ear specialist treated the daughter 
for an abscess, and later when she had an infected 
finger the mother took her to a general practitioner 
in the H. I. P. group. “He said he ‘wouldn’t 
touch it’, and right away sent my daughter to an 
H. I. P. surgeon.”’ 

Last New Year’s Eve Mr. Lawson had trouble 
in his thigh, and went to their H. I. P. physician 
whom the Lawsons had begun to call their ‘family 
doctor’. He advised surgery, but because of the 
holiday, there was no surgeon available. ‘George 
could have waited, I guess,’? Mrs. Lawson says, 
“‘but it was paining him, so when he got home that 
night he went to a private surgeon in the neighbor- 
hood. ‘But,’ as she put it, “he cut my husband 
wrong”’. When the holiday was over, Mr. Lawson 
went again to their H. I. P. doctor who “got a 
surgeon to fix everything’. He not only repaired 
the incision, but arranged with H. J. P. to refund 
the $10 Mr. Lawson had paid for the earlier 
operation. 

For the next month, Mr. Lawson needed peni- 
cillin once each day, and it was at this time that 
Mrs. Lawson found out about the reduction in the 
cost of drugs to be bought at the H. I. P. office, 
and about the pharmacist there, who makes up 
prescriptions at special rates. She discovered that 
baby oil was sold at $2.59 instead of $3.76 which 
she had been paying at drugstores. 

When Mrs. Lawson had her youngest child the 
family paid medical bills of $136 beyond the $80 
allowed for by Blue Cross (the collaborating plan). 
Mrs. Lawson explained that this was because her 
H. I. P. doctor put her in an expensive hospital. 
“But it was worth it,” she adds. Mr. Lawson 
borrowed $60 from his Civil Service Credit Union, 
chipped in money he had won on a ball game, and 
took the rest out of savings earned by odd jobs 
done in his spare time. ‘‘He’s the thrifty one,”’ 
says Mrs. Lawson. 

Ruth Lawson tries to do “right by”’ her children. 
She is sending one daughter to dancing school 
because ‘‘she’s so shy and quiet’. For another, 
who stutters and is nervous, she wants to get 
psychiatric help—which is outside the treatments 
supplied without charge by H. I. P. She had just 
spent $22 for fillings for one daughter, and said 
that she herself needed to go to the dentist for 
plates. So she wishes H. I. P. offered dental 
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benefits, too. ‘These she would like to pay for in 
the same way as she pays for hospital and medical 
services. This she feels she could do, as her rent 
is only $30 a month and she has a weekly budget 
of $60 on which to feed and manage her household 
of five, and pay for incidentals and clothing. 

When Mrs. Healy fell and injured her leg 20 
years ago, she was a young woman. She ‘rubbed 
it a little,” got up, brushed herself off, and went 
on about her work. _ The pain did not bother her 
much and it was almost 15 years later when 
Mrs. Healy’s leg began to trouble her again. Her 
knee swelled up and she noticed that her leg was 
growing crooked. 

The Healy’s did not have much money for 
medical treatments out of Mr. Healy’s $50 a week 
with four children to support, and none of them 
old enough to work. Mrs. Healy went. to a clinic 
from time to time for treatments for her leg, and 
once went in the city hospital for a week, but 
there was never any improvement. She finally 
became resigned to having a crooked leg for the 
rest of her life. 

During this same year, she began to have 
“stomach trouble’. This became so serious that 
Mrs. Healy, who had begun to accept the fact 
that her leg would never be straight again, now 
forgot about it in the more acute distress. “It 
got so I was in bed more than I was out on the 
floor.” She finally went to a clinic for help 
for the stomach. X-rays were taken which cost 
her $27.50, and she was told she had ulcers. 

As her condition did not improve she went back 
from time to time to the clinic, as well as to private 
doctors when she had the money. These latter 
visits cost her $2. If she was too sick to go out, 
the doctor charged $3 to come to her home. In 
desperation Mrs. Healy once spent $50 for X-rays 
done in a private doctor’s office. “My, the weeks 
I spent paying that off” she recalls. ‘I'd give 
the doctor $2 on it every week I could. Some- 
times when I was in pain,” she goes on, “‘I’d just 
stand it, because my husband didn’t have the 
money to pay a doctor. The children were 
having dental work done at the time and the 
expenses for this took any extra money they had, 
and, their teeth seemed more important’. 

This went on until three years ago when Mr. 
Healy joined H. I. P. almost without realizing 
what it meant. He works for the city and the 
H. I. P. Plan provided that half the cost is paid for 
by the city. ‘Everybody else was joining,’”’ Mr. 
Healy says, “‘so I did too.” It was a while before 
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the Healys got accustomed to the H. I. P. Plan 
and to the idea of being able to call for a doctor 
free of charge. 

When they did turn to H. I. P., Mrs. Healy be- 
gan to receive concentrated attention, free X-rays 
and treatments from ‘‘a big man uptown,” as she 
puts it. “You got to make an appointment to 
see him.” Mrs. Healy had gotten to the point of 
not being able to eat much, but her specialist put 
her on a diet and gave her pills to take—‘‘some 
kind of a new drug it is.” A bottle of these costs 
Mrs. Healy $6.50 and they last her only a month. 
“Tt’s the price of a pair of shoes, but if I bought 
the shoes instead, I wouldn’t be able to wear them 
for I wouldn’t be up.” 

The Healy’s doctor, in the course of collecting 
Mrs. Healy’s medical history, discovered the con- 
dition in her leg which had taken a back seat since 
her more pressing ulcer condition. He referred her 
to another “big man’ and he treated the leg con- 
dition. ‘It’s doing me a world of good,” she says. 
“My leg’s beginning to grow right again.”’ 

In May of last year Mrs. Healy’s H. I. P. 


specialist put her in a hospital for two weeks, at 
which time fluid was removed from her kneecap 
and a brace ordered. Although Mrs. Healy re- 
members that she had to sign a slip saying she 
would pay for anesthesia if it were necessary dur- 
ing her stay there, the only actual expense was 
$46.50, the cost of the braces. 

Aside from the pills for her ulcers, Mrs. Healy’s 
only additional expense is $5.50, for the possible 
replacement of a metal piece on her shoe, which 
isattached tothe brace. But it will be a long time 
before she needs to buy a new one. Meanwhile 
she is improving so much that she is in hopes that 
perhaps one day the brace, shoe, metal piece and 
all will be unnecessary. 

Mr. Healy and the children have had little 
occasion to use their medical plan except for colds 
during the past winter. But they all agree that 
the improvement in Mrs. Healy’s health has been 
well worth the money. ‘Why they got her so 
she can eat now,’ Mr. Healy says, “and she’s 
up and around. You should have seen her be- 
fore,” and he sighs. 


HEALTH NEEDS AND PROBLEMS IN INDUSTRY 


WALTER F. PERKINS 


Vice President, Koppers Company, Inc. 
Baltimore, Maryland 


It might be well if I identify myself before giving 
you my thoughts regarding the needs and pro- 
blems of health from the standpoint of industry. 

I am an engineer by profession and have been 
identified with the metal working and construction 
industries for 40 years. I have seen and been 
a part of the great technical advances during that 
period. I have seen the development of the air- 
plane, the automobile, the telephone, the radio, 
television, synthetic chemicals; just to mention 
a few of the things that we now take for granted 
but which have changed our entire pattern of life 
during the past half century. 

I have seen the impact that these great technical 
developments have had upon our industrial system. 
I have seen the day when skilled artisans made 
bits and pieces by hand replaced by mass produc- 
tion and amazing automatic machinery. I have 
seen a steady but substantial improvement in the 
standard of living of the American workman. 

I have always been interested in health measures 
and for the past decade have been a trustee of the 
Johns Hopkins Hospital. I know something of 
the progress that has been and is being made in the 
medical sciences. At the same time I am appalled 
at the steadily rising costs of medical and hospital 
care. 

I have had some experience in fund raising for 
charity purposes, and one year served as General 
Chairman of the Community Chest of Baltimore. 
I have also had some experience with public budg- 
ets as an advisor to the Mayor of Baltimore in 
the preparation of that city’s budget. 

I cite this background, not with the idea of 
qualifying as an expert, which I most certainly am 
not, but rather to let you know that at least I 
have been exposed to the problem and to assure 
you of my sincere interest in it. 

You have asked me to speak from the viewpoint 
of industry. Please understand that I have no 


right to speak for imdustry. I am appearing 
solely as an individual—an industrial manager. 

Modern industry needs workers who are men- 
tally alert and physically fit. Many employers 
require physical examinations and certain medical 
standards are established as employment requi- 
sites. Obviously the rigidity of these standards 
varies with the type of employment. Some 
compromises can be made in some instances and 
places are found for some physically handicapped 
persons, but all in all industry wants and needs 
people who meet certain physical and mental 
standards. So that is industry’s first need, but 
at the same time it poses the first problem—proper 
distribution from a physical fitness standpoint, of 
our working population to assure gainful employ- 
ment and efficient production. 

The second need of industry is that its employees 
stay well. Sick people are not efficient workers. 
Consequently, many organizations, including the 
one which I direct, give employees a physical ex- 
amination once a year, and in our case our doctors 
counsel them about their health needs. We do 
not and cannot accept responsibility for treatment, 
but they are confidentially advised of their medical 
needs, if any, and suggestions are made regarding 
the best procedure for treatment. Once again 
this need of industry for well employees develops 
a problem. How will the employee get the proper 
medical, surgical or hospital care and who will pay 
for it? We make available and encourage all of 
our employees to take health insurance. 

A third need of industry, as I see it, is that its 
employees’ families stay well. <A sick wife at 
home may prevent the husband from working, 
but even if he succeeds in making some arrange- 
ment for her care, he is worried and inefficient and 
may become careless, and an accident results. 
Many women are now working in industry. Im- 
agine, if you will, her concern and effectiveness if 
she leaves a sick child at home. 

Because of the increased manpower require- 
ments of the Armed Services, together with the 
more rigid employment standards in some in- 
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dustries, there are not enough physically fit people 
now available to meet the increased needs of in- 
dustry. So the fourth need of industry is the 
training or rehabilitation of handicapped persons 
to fillup the ranks. This poses another problem— 
how and by whom and to what extent should this 
be done? Some progress has been made but not 
nearly enough. Let me add that industry as a 
whole is making every effort to use handicapped 
persons. 

So to repeat, industry needs: 

1. Physically fit applicants for employment. 

2. Healthy employees who stay healthy. 

3. Happy and healthy families of employees. 

4. More rehabilitated handicapped persons. 
The problems created by these needs are: 

1. Financing the medical, surgical and hos- 
pital needs of the workers and their families. 

2. Rehabilitation and employment for handi- 
capped persons. 

3. Long range programs to raise the general 
level of health of all the people of this Nation. 
As I said before, I am appalled at the cost of 

health and medical services. I am told that the 
total cost of such services during 1951 amounted 
to $13,565,000,000, or 4.9 percent of our national 
income, as compared with $3,944,000,000, or 4.5 
percent of our national income in 1929. Jn 1929 
10 percent of the total was spent by various gov- 
ernmental units, but in 1951 governmental ex- 
penditures had increased to 20 percent. 

I am also told that the total expenditures for 
hospital care in 1951 amounted to $3,910,000,000, 
which is just double the amount spent in 1946— 
five years before. After having struggled for 
some time with a hospital budget in excess of 
$6,000,000 annually, I find it difficult to be too 
critical of this increase. I know from experience 
something about the cost of patient care—the 
rising cost of food, drugs, clinical tests and nurs- 
ing care. 

I think we owe it to ourselves, however, to 
scrutinize this mounting cost of health and medical 
services. Your own figures indicate that the 
increase from 1942 to 1950 was due to— 


Percent 


(ep eTices ANUtWwaAReS Sec 5 we oe ee 60 
2. Population increase_____________- 11 
3. Expansion of services____________ 29 


This, however, is no excuse for complacency. 
Hospitals must find ways to cut costs. We at 
Hopkins have had some success in this direction 
and are determined to do more. 


And yet in spite of the expenditure of this 
vast sum of money in 1951, I am informed that 
only about one-fourth of our population have 
facilities available that meet recognized public 
health standards. 

Undoubtedly these costs will continue to in- 
crease. Our population is expected to increase 
from its present level of 150 million to 177 million | 
in the next decade. While this is not as great 
an increase as in the past decade, there will, 
however, be a greater percentage of children and 
older people. It is reasonable to expect that 
with this population increase and the discoveries 
being made in the medical sciences, our services 
will have to be expanded. Increased cost is 
inevitable. 

I think we can all agree upon the obligation 
of the State to provide public assistance to the 
aged, dependent children, the blind and _ the 
indigent. 

I think we can also agree that private funds 
are no longer able to meet the entire cost of re- 
search; medical, dental and nursing education; 
hospital construction and possibly acceptable 
standards of operation; and vocational reha- 
bilitation. 

There must be State support for these programs. 

It seems to me, therefore, that the most im- 
portant question before you is—how will the 
medical and hospital bill of the American family 
be financed? J have a strong conviction that 
most Americans want to pay for what they get. 
I believe that most Americans are thrifty and if 
given half a chance will provide for emergencies, 
either by savings or with insurance. 

Health and hospital insurance programs now 
cover a phenomenally large number of Americans. 
Hospital insurance is currently held by 86 million 
persons. I think, therefore, that the sensible thing 
to do is to encourage the extension of hospital 
insurance so as to make it available at reasonable 
rates to all of our people. We must also develop 
reasonable and adequate medical, surgical and 
nursing care insurance plans. This will need the 
active leadership of the medical profession, which 
so far has been lacking. Failure on their part to 
furnish this leadership may lead to dire conse- 
quences for them. 

I am not either advocating or opposing any of 
the numerous plans being suggested. I would not 
presume to do so, because I am not well enough 
informed. 

It is apparent, however, that public funds in 


large amounts will be needed for most phases of 
the program. I do not believe a rigid’ national 
formula can be developed which will suit all con- 
ditions or localities. I feel very strongly that local 
governmental bodies should provide as much of 
the needed public funds as possible, and where 
Federal funds are provided, they should be limited 
to matching those put up by local communities. I 
further think the distribution of such public funds 
should be made on the local level by local people. 

This is a problem that cannot be solved over- 
night. England thought so, and you all know 
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what happened there. With patience, cooperative 
intelligent action and due regard for our ability 
to pay, progress being made in other areas of our 
national life can be duplicated here. 

J am glad to have had this opportunity to express 
my views. Please don’t think I am attempting to 
oversimplify this problem. I realize full well its 
complications and ramifications. The solution is 
not simple. Iam confident your deliberations and 
your forthcoming report to the President will be 
a great contribution to the welfare of the American 
people. We are all indebted to you. 


AN EVALUATION OF BLUE CROSS PLANS 


WILLIAM S. McNARY 


Executive Vice President and General Manager 
Michigan Hospital Service 
Detroit, Michigan 


It is my assignment to present ‘‘an evaluation of 
Blue Cross” in the light of the special question 
under consideration, which is, ‘(How adequate and 
effective are present methods of financing health 
services for individuals and families?” 

First, I want to assure the members of this 
Commission and the public at large that we in 
Blue Cross consider it a privilege, as well as a 
social obligation, to do everything within our power 
to help with this effort to establish the facts 
regarding the Nation’s health needs. 

We in Blue Cross have been pioneers in the 
business of financing the health needs of the Ameri- 
can people. In this field we enjoy an unchallenged 
seniority. But while we are jealous of our senior- 
ity, we do not intend to yield our active leader- 
ship in this work to anyone; we sincerely welcome 
every effort to cast light on the problem and to 
advance its ultimate solution for all the people of 
the United States. 

Second, I find it necessary to begin with the 
statement that we in Blue Cross have had too 
much experience with this business not to know 
that such terms as “adequate” and “‘effective’’ 
become dangerously misleading if and when they 
are considered outside the conditions of supply 
and demand. 

A complex of causes, economic, social and cul- 
tural, have in recent years brought about a sharply 
increased demand for health services. We know 
that we have not been training physicians, sur- 
geons, dentists, nurses, laboratory technicians, and 
many other categories of professional and techni- 
cal personnel, at a rate comparable to the rate of 
increasing demand for their services. In some 
areas of this country, hospital facilities have been 
expanded at an adequate rate to meet the rising 
demand; in many other areas this has not been 
true. Even in the fortunate areas the shortage of 
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professional and technical medical personnel poses 
a serious problem. 

This problem has been aggravated by the gen- 
eral inflationary tide of our times. It is the 
combination of all these factors that has made the 
financing of hospital services such a vital and 
difficult problem, and no one facet of this problem 
can be completely isolated. 

We in Blue Cross would like nothing better than 
to nail down the terms “adequate” and “effective” 
with precise definitions. This would make our 
jobs a heaven on earth. For there are times when, 
were I suddenly asked about my idea of heaven, 
my impulsive answer could easily be a place where 
rate-raises never happen and where one need never 
face the possibility of betraying the principle of 
full service benefits. We in Blue Cross do not 
like half service or partial indemnity. We believe 
wholeheartedly in the need for a full service benefit 
plan. 

Today, when rates for hospital and medical 
coverage, no matter how studiously constructed, 
are in almost constant flux and rising costs keep 
benefit patterns under perpetual siege, theories 
must be treated with caution. We are not dealing 
with a commodity that can be mass produced. 
Just putting money in the hands of the people 
will not solve the problem. For instance, if we 
in Blue Cross were to double our enrollment in the 
next 30 days, the result would probably be the 
nation-wide collapse of our hospital and medical 
services. As a Nation we are accustomed to 
advancing one step at a time; we learn to walk 
before we attempt to run. Here we face an 
evolutionary problem. We must solve it in an 
evolutionary way. 

To handle my assignment, I propose to answer 
the following questions: 

1. Does the Blue Cross rate of growth, 
compared with the annual increases in hospital 
admissions, indicate positive public acceptance 
of Blue Cross as an adequate and effective 
method of prepayment of hospital care? 

2. Has Blue Cross become a significant factor 


in encouraging the systematic Sa ie of 
hospital services? 

3. Is Blue Cross exerting a definite influence 
in upping standards of hospital care, thus laying 
the foundation for universally higher standards 
of hospital service? 

4. Does Blue Cross have the experience, the 
vision and the administrative flexibility to 
provide the Nation with a truly universal, 
non-profit system of financing hospital services? 


Let us take up the first question: Does the Blue 
Cross rate of growth, compared with the annual 
increases in hospital admissions, indicate positive 
public acceptance of Blue Cross as adequate and 
effective hospital protection? 

While prepayment plans of the Blue Cross type 
have been in existence since 1933, it was not until 
January 1, 1937, that enrollment passed the half- 
million mark. There were then an estimated 
608,021 Blue Cross members. Blue Cross had 
become something to watch. 

In the 15-year period between January 1, 1937 
and January 1, 1952, the population of this country 
increased about 19 percent. General hospital 
admissions increased, however, no less than 104 
percent. But Blue Cross membership during 
these 15 years increased 63 times, to hit the total 
of 38,515,000. On July 1 of this year, national 
Blue Cross enrollment stood at 39,462,000. 
That is an increase of more than 64 times over 
what it was on January 1, 1937. 

Let us take a shorter perspective. Hospital 
admissions in the United States increased from 
15,829,000 in 1947, to 18,237,000 in 1951, that is, 
a net increase of 2,408,000 annual admissions. 
During these same five years Blue Cross member- 
ship in the United States increased from 27,532,000 
to 38,515,000, an increase of 10,983,000 members. 
For the whole span of the 15-year period we have 
considered, Blue Cross membership increased at 
the average rate of more than 2,500,000 new 
members per year. 

Here is evidence based upon reality. Here is 
the judgment of the people. The Blue Cross rate 
of growth is a phenomenon in public acceptance 
that is without parallel in contemporary American 
life. 

Fifteen years ago Blue Cross covered a fraction 
of one percent of the American people. Today 
it covers 25.7 percent of the people. If management 
in the steel industry, the automobile industry, 
and the many other industries covered by Blue 
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Cross did not think Blue Cross the most adquate 
and effective method of financing hospital services; 
if the Farm Bureau and the Grange, the many 
trade associations, and the millions of individuals 
covered by the Blue Cross did not think so; could 
Blue Cross have grown so consistently from year 
to year, could it have achieved the phenomenal 
manifestation of public acceptance that it has? 


You know and I know that it could not. 


Let us now take up question two: has Blue 
Cross become a significant factor in encouraging 
the systematic expansion of hospital services? Has 
it proved that the hospitals themselves, through 
their own prepayment agency, can provide a sound 
and economical method of financing their services 
for the people who require them? 

In 1951, Blue Cross payments to all hospitals 
in the United States amounted to $454,786. 
That was 26.7 percent of income from patients 
received by all nongovernmental general and 
special short-term hospitals. Let us get this simple 
but all-important fact established first of all, that 
while Blue Cross covered 24.9 percent of the 
people, it paid 26.7 percent of the national hos- 
pital bill. It paid its full share. 

Here are more cogent facts to cast light on the 
terms “adequate” and “effective,” for obviously 
no method of financing is either “adequate” or 
“effective” if it falls short of providing the hos- 
pitals with adequate and effective income for the 
tremendous job they have ahead: 


[Percentages indicate increases over previous year] 
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Yes, the people of the United States have not 
only been joining Blue Cross at the rate of more 
than 2,500,000 new members each year, but they 
have been doing that while paying the steadily in- 
creasing costs of the benefits they were receiving. 

Substantial increases in benefits took place dur- 
ing this period. The people were paying more and 
they were getting more in spite of increased hos- 
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pital costs. A substantial percentage of the in- 
creased benefits and increased payments to hos- 
pitals came out of better management. Blue 
Cross overhead for all of the Plans averaged 13.1 
percent of earned income in 1946. It dropped to 
8.11 percent of earned income in 1951. 

I mean to pinpoint these facts. Between 1947 
and 1951, Blue Cross membership in the United 
States increased 43.5 percent. But Blue Cross 
payments to hospitals increased 135.8 percent, a 
rate of increase that is more than three times the 
rate of increase in membership. 

The medical and hospital services a people enjoy 
at any time are fundamentally social products. 
We cannot separate high wages, generous philan- 
thropies, large government expenditures, health 
programs sponsored by labor unions and com- 
munities, and community support of their hos- 
pitals, from the quality and quantity of the medi- 
cal services we enjoy. In considering the financing 
of health service, we cannot consider the interests 
of the citizen as distinct from the interests of the 
hospitals. There is a mutuality here that is 
organic, not merely logical. The Blue Cross record 
gives this mutuality of interests a living and crea- 
tive Meaning in every American community. 

Question three: Is Blue Cross exerting a definite 
influence in upping standards of hospital care, thus 
laying the foundation for universally higher 
standards of hospital service? 

We have talked about enrollment and about 
payments to hospitals—two very important proofs 
of the adequacy and effectiveness of any financing 
method. Now we shall turn to something else, to 
the less obvious activities which so often are the 
better indicators of the social philosophy that is 
behind a program like Blue Cross. 

What makes Blue Cross so important socially is 
the fact that each Blue Cross plan is a local and 
completely autonomous undertaking. In _ its 
effort to succeed, each Blue Cross Plan had had to 
win the active support of practically every segment 
of the local community. Management, organized 
labor, farm organizations, civic groups, local and 
State government officials, have all acquired 
through the Blue Cross effort a better working 
understanding of the whole problem. Blue Cross 
growth has been accompanied by a parallel growth 
of community understanding, in all matters in- 
volving the financing of health services. However, 
the grass roots source of Blue Cross strength has 
also been the cause of some of its basic problems 
particularly in relationship to problems of national 


scope. Blue Cross Plans, proud of their own 
achievements, have had to overcome a tendency 
toward rigidity in regard to problems that involve 
the whole American community. 

There has been a continuous record of achieve- 
ment in surmounting these hurdles. This progress 
was climaxed in April 1950, when Health Service, 
Inc. opened its offices in Chicago and New York. 
Health Service, Inc. was organized by Blue Cross 
Plans to handle accounts that desire uniform 
benefits for all their employees on a national basis. 
Health Service does the job without in any way 
weakening the autonomous administration of each 
local Plan. It is owned and operated by the Plans. 

Health Service is already serving as much more 
than a mechanism for handling national accounts. 
It is bringing into Blue Cross thought an increas- 
ing understanding of the importance of main- 
taining a balance between local or regional needs 
and the demands of the national economy. Where 
definite inadequacies exist, Health Service can step 
in and build up the benefits to the required uniform 
national levels. Thus, gradually but with per- 
ceptible effect, Blue Cross is raising national 
standards without imposing the hobbles of central- 
ization. The money that each community pays 
to Blue Cross is spent for services in that 
community. 

The Inter-Plan Service Benefit Bank is another 
Blue Cross agency that is set up to give the Blue 
Cross member national protection. The Inter- 
Plan Bank was established in 1949. It provides 
reciprocity of service benefits for subscribers of 
all member Plans. Today, 75 of the 83 Blue 
Cross Plans in the United States and Puerto Rico 
are members of the Inter-Plan Bank. This 
means that more than 90 percent of all Blue Cross 
members have hospital protection that is good 
from coast to coast. Designed essentially to give 
the Blue Cross member the full protection his 
contract calls for while traveling, while on vaca- 
tion, or while moving, the Inter-Plan Bank is 
serving also the equally important purpose of 
putting the medical centers of the Nation as well 
as the local hospitals at the disposal of each Blue 
Cross member. 

How important are the operations of the Inter- 
Plan Bank? In the period between May 1949, 
when it began to operate, up to July 1952, the 
Tnter-Plan Bank handled 307,000 admissions 
involving 2,710,000 days of care at a cost of 
$34,893,000. Current monthly volume averages 
about 17,000 admissions at the cost of $1,750,000. 


Subscribers who move permanently from one 
Plan area to another may transfer their/member- 
ships without lapse of time or loss of benefit. 
This is still another unique Blue Cross service. 

Through the Blue Cross Commission, which is 
officially a part of the American Hospital Associa- 
tion, and through the various other bodies set up 
by the Blue Cross Plans, the work goes on con- 
stantly to raise standards and to improve benefits. 

Question four: does Blue Cross have the ex- 
perience, the vision and the administrative 
flexibility, to provide the Nation with a truly 
universal, non-profit system of financing hospital 
services? 

The Blue Cross group program covers more 
people in the United States than are covered by 
the group programs of all the commercial insurance 
companies put together. Statistically this is very 
impressive, but the facts behind the statistics are 
far more impressive in the light of question four. 

Blue Cross, and only Blue Cross, encourages the 
member of a group to maintain his membership 
when changing employment, moving or retiring. 
Whatever the reason, any member of a Blue Cross 
group, upon leaving the group, becomes auto- 
matically a direct pay subscriber, with benefits 
covering the subscriber and his or her dependents. 
This continuity of coverage, available to every 
Blue Cross subscriber, is one of the most important 
social contributions of the Blue Cross Plans. It 
assures each Blue Cross subscriber protection 
when he may need it most and when he may be in 
the least favorable position to cope with hospital 
bills. Blue Cross treats each subscriber as an 
individual—not just as an anonymous part of a 
group. 

Blue Cross has worked hard and resourcefully 
to cover the farmer and his family. Blue Cross 
has given the farmer group benefits at group rates 
through the device of collection systems. Farm 
Bureaus, Granges and rural cooperatives are mod- 
els of the type of groups through which Blue Cross 
provides its most comprehensive types of coverage 
for the rural population. 

In industries involving small units, with con- 
siderable movement of employees from job to job, 
Blue Cross has developed a method of coverage 
through unions and through employers’ associa- 
tions. Each employer contributes to a central 
fund, out of which payment is made for all the 
employees employed by the members of the 
association. 

Blue Cross regards itself as the social program 
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of the American community hospitals. It feels 
under a moral and a social obligation to develop 
every practical type of expedient for providing 
coverage whenever possible. That is why Blue 
Cross has always provided for continuity of cover- 
age upon termination of employment or upon 
retirement. That is why we are now pioneering 
a program providing comprehensive group bene- 
fits at the low group rates for retired workers. 
Nobody knows better than we in Blue Cross how 
much it means to a retired person to have his 
hospital needs provided for to the end of his life. 
Nobody is more anxious to develop this coverage. 

The objective of Blue Cross is a system of uni- 
versal non-profit coverage. Because this is the 
fundamental Blue Cross objective, it undertook 
in certain areas, the Veterans Administration 
“Home Town Care Program’’, for a group that is 
non-insurable. Any group made up of people 
that may have the single characteristic in common, 
that of needing medical-hospital care, is not insur- 
able. Blue Cross has handled the VA program on 
a cost plus basis. I cite the experience with the 
Veterans Administration program as evidence that 
Blue Cross can handle programs involving the 
indigent and the semi-indigent. 

I have sketched the achievments of Blue Cross. 
I have touched upon the efforts in many direc- 
tions the Blue Cross Plans are making to develop 
a universal system of financing hospital services. 
Here is an appropriate place, I feel, to raise a very 
important question. 

The Federal Government appears very much 
interested in the problem of financing health serv- 
ices for the people. Your Commission has been 
created by the President, and meetings have been 
called on the initiative of the Executive Depart- 
ment of the Federal Government. Why is it that 
the Federal Government, the Nation’s largest 
employer, and the one most vocal on this problem, 
has failed to make any provision for helping its 
own employees and their dependents get any kind 
of financing of their health needs? The Federal 
Government has failed so far to take so rudimen- 
tary a step as the allowing of payroll deductions 
in order to facilitate medical-hospital group 
coverage for its employees. 

Increasing numbers of the Nation’s large em- 
ployers are recognizing the desirability of making 
a contribution to the financing of health services 
for their employees. Why is the Federal Govern- 
ment so far behind private industry? Is there a 
wish on the part of some not to be too successful 
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in solving, by voluntary means, an acute social 
problem that has often provided useful political 
ammunition? 

In view of this attitude of the Federal Govern- 
ment, I wish to set down some fundamental facts. 
No matter what type to prepayment system we 
establish for financing the Nation’s health needs, 
whether wholly tax-supported or voluntary in 
major part, the money for it has to come out of 
the pockets of the active labor force. Since these 
people are already paying many kinds of taxes to 
support local, State and Federal institutions that 
care for various categories of illnesses, and since 
these people already take care of the indigent and 
semi-indigent through taxes and through volun- 
tary contributions, immediate coverage for the 
active labor force should be our basic objective. 

Realism and common sense dictate this ap- 
proach. In view of the shortages of every type 
of professional and technical medical personnel, 
and in view of the many years it will take to over- 
come these shortages, a revolutionary approach 
to the problem can result only in chaos. Once 
the active labor force and all dependents have been 
covered by an adequate and effective system that 
is responsive not only to their needs but also to 
the equally important needs of a progressive 
hospital system, then we will have achieved the 
foundation we need for the rapid extension of the 


system of coverage to include all the categories 
of citizens that require special assistance. 

It is this foundation that Blue Cross has been 
building; which it is determined to complete in the 
shortest possible time. Federal Government can 
play a very important part in helping with this 
job and in expediting its completion. It can do 
that if it will act within the honest confines of its 
large and important responsibility to its own 
employees, taking a page from the other employers 
of this country for its guidance. 

To summarize: The phenomenal public accept- 
ance Blue Cross has won in so short a time from 
every segment of the population shows that the 
people find Blue Cross the most adequate and 
most effective method of financing their hospital 
services. The record of Blue Cross payments to 
hospitals shows that the people have confidence 
in Blue Cross, want Blue Cross benefits and are 
willing to pay for them, and that Blue Cross has 
become an increasingly important force in ex- 
panding hospital service. Blue Cross has developed 
a national program which uses its local strengths 
to meet national needs. Through its many de- 
vices for enrolling every type of group, Blue Cross 
has revealed its intention and its ability to develop 
into a universal system of hospital service financ- 
ing, serving the whole community. 


AN EVALUATION OF BLUE SHIELD PLANS 


CHARLES G. HAYDEN, M. D. 


Executive Director, Massachusetts Medical Service 
Boston, Massachusetts 


Blue Shield plans can be and will be just as ade- 
quate and effective in financing physicians’ 
services for individuals and families as the people 
of this country choose to make them. Like every 
other commodity in an open market, Blue Shield 
coverage must meet satisfactorily the reasonable 
expectations of those who buy it; otherwise, Blue 
Shield plans will be unable to achieve the objec- 
tives which inspired their creation. 

Because the time allotted for this presentation 
is limited, I shall confine my remarks to a brief dis- 
cussion of a few of the outstanding characteristics 
of Blue Shield plans which have an important 
bearing upon their adequacy and effectiveness. © 


Professional Control 


During the past several years Blue Shield plans 
have been subjected to criticism because they are 
directly or indirectly under the control of State or 
local medical societies. In my opinion, such criti- 
cism is unrealistic. 

Practically without exception professional and 
trade organizations in this country have been 
formed for the. purpose of advancing the public 
interest through development of what they con- 
sider to be the enlightened self-interest of their 
members. Labor unions are a good example of 
this type of organization and thousands of others 
could be cited, including those of the medical 
profession. 

In the scientific field there exist measuring 
sticks and evaluators, the accuracy of which is not 
open to serious question. Anyone who would 
argue that there are thirteen inches in a foot or 
three quarts in a gallon would be branded immedi- 
ately as a dolt. In the field of human relations, 
however, general agreement on measuring sticks 
and evaluators is not always easy to obtain. It is 
for this reason that the interests of labor unions 


and the interests of the medical profession might 
be in conflict. 

Labor unions are opposed to the Taft-Hartley 
Act. They call it aslave-labor law. At the same 
time they favor a Federal compulsory health in- 
surance law, which in the eyes of the medical pro- 
fession would be a slave-labor law for physicians. 
The American Legion is also opposed to Federal 
compulsory health insurance but it favors Federal 
aid for medical education which is opposed by the 
American Medical Association. Perhaps some 
day we shall have measuring sticks and evaluators 
in the field of human relations that will pass in- 
exorably upon the validity of conflicting claims, 
but that day is not now. In the meantime, we 
should try to understand the other fellow’s view- 
point and ascertain his motives, for only with com- 
plete understanding and honorable motives on the 
part of all groups concerned can we build the kind 
of structure that will adequately serve the health 
needs of all the people. 

Most Blue Shield plans undertake to provide 
services of physicians instead of cash with which 
a patient may purchase such services. Now this 
is an exceedingly important distinction because 
any agency that makes services available must of 
necessity exercise some control over those who 
render the services. ‘This is one of the reasons 
the medical profession is opposed to Federal com- 
pulsory health insurance. 

Under the Old Age and Survivor’s Insurance 
Program the federal government collects money 
from people and then, if certain conditions are 
met, it gives money back to them. Basically this 
is a simple cash transaction and the recipient can 
do what he pleases with the money. Under Fed- 
eral compulsory health insurance, however, the 
Federal Government also proposes to collect the 
money but instead of returning money to patients 
requiring medical care, it would undertake to 
provide the personal services of physicians. How 
this could be done without imposing controls on 
the medical profession I, as the administrator of 
a medical care plan, cannot understand. 
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Because most Blue Shield plans make available 
the services of physicians, it is only natural that 
the medical profession should be greatly concerned 
with the question of where the ultimate control of 
such an undertaking should reside. Even during 
the early days of the Blue Shield movement there 
were physicians who, while grappling with organ- 
izational problems, sensed that they were dealing 
with forces capable of generating unprecedented 
momentum. 

In October 1941, Dr. James C. McCann, then 
Chairman of the Committee on Prepaid Medical 
Costs Insurance of the Massachusetts Medical 
Society, stated in a report to the Council of the 
Society: 


With reference to the establishment of a corporate 
structure, we must give serious attention to the constitu- 
tion of corporate structure and to the medico-economic 
significance of practicing medicine under a contract with a 
legal entity known as a corporation. 

The corporation that we envision may be potentially 
a most powerful organization. If it should bring in a 
large proportion of the seven thousand resident physicians 
of Massachusetts, if it should bring in somewhere around 
fifty percent of the four million residents of the state, and if 
it should bring in all the funds that are turned over at 
present in the distribution of medical services between 
these groups, it could be one of the most powerful corporate 
structures in Massachusetts. 


Dr. McCann was prophetic. Blue Shield in 
Massachusetts now covers 1,400,000 persons and 
pays out $1,267,512 per month (June 1952) for 
physicians’ services. It is no wonder, therefore, 
that Dr. McCann was concerned over the impact 
that such an undertaking might make upon the 
practice of medicine in Massachusetts. He con- 
tinues: 


The one most important thing to keep in mind is the 
question wherein will control of the corporation reside? 
By what means will the physicians maintain their control 
of this corporate structure . : 

The physicians of the State, who are in complete control 
of the profession of medicine, are planning to place a large 
part of their practice under the control of a corporation by 
the medium of contract. There is no stock ownership so 
that we cannot control this corporation through the medium 
of stock ownership. We have to adopt other measures of 
control if we are to protect our inalienable interests... 


The inalienable interests referred to above are 
described by Dr. McCann as follows: 


I think we must insist that the contribution of the 
physician transcends the contribution represented by the 


premiums of the subscribers, which are only a lien or claim 
for completion of the contract. The subscriber contribu- 
tion is not so-called “risk capital,” any more than your 
premiums to a stock life-insurance company represent risk 
capital or an ownership claim. We are contributing the 
body of knowledge possessed by the whole medical pro- 
fession, and the acquisition and use of that knowledge and 
skill by the individual physician. This knowledge, skill 
and practice represent, we should insist, capital knowledge 
that is of major importance in the operation of any medical- 
service corporation. Certainly, our knowledge is patent: 
able—consider insulin and viosterol; however, our ideals 
do not permit universal patenting, and our progress is a 
universal gift to mankind. . So that as your com- 
mittee tried to perform the character of this corporation, 
it seemed equitable to us that, on the basis of business 
practices, the right of physicians to control judiciously 
the corporation should not be questioned. 


I have cited the above quotations because they 
epitomize the hopes and fears of those pioneers 
whose idealistic efforts were largely responsible for 
launching what has turned out to be a most 
significant instrument in the field of medical care. 
These men were sailing on an uncharted sea; 
consequently, they did what they thought best 
to assure a successful voyage. Under similar 
circumstances it is hard for me to understand how 
any group would have acted otherwise in the 
establishment of a corporation or similar agency 
designed to make the services of its members 
available to a large segment of the population. 

In Massachusetts the Board of Directors is 
composed of fifteen members who serve without 
financial compensation. Only five of the fifteen 
are physicians. All of the Directors are elected 
by the Executive Committee of the Council of 
the Massachusetts Medical Society which is com- 
posed of one member from each of the nineteen 
districts of the Society and the five officers of the 
State Society. It is required that the State 
Society nominate at least a majority of directors. 

The five physicians on the Board plus one non- 
physician constitute a Central Professional Service 
Committee which has jurisdiction over matters 
vitally affecting the practice of medicine. Policy 
regarding such matters, when voted by the Board, 
must be submitted to the Executive Committee 
of the Council of the Massachusetts Medical 
Society thirty days prior to implementation, except 
that establishment of income limits is reserved to 
the Council itself. 

Currently, the Board is composed of two former 
State officials, two personnel officers, two labor 
representatives, three industrialists, one banker 
and five physicians. 


Blue Cross and Blue Shield plans are a unique 
development in the field of medical care; Here, 
for the first time in history, the major sources of 
medical care—hospitals and _ physicians—-have 
taken it upon themselves to make their services 
available to essentially the entire population with- 
out the interposition of a third party imbued with 
the interests and motives other than those which 
traditionally have characterized our hospital sys- 
tem and our medical profession. In my opinion, 
this unique development has derived much of its 
strength from the fact that from the first, hospitals 
and physicians have known that their interests 
were fully protected. Perhaps, in retrospect, the 
precautions taken were more elaborate than they 
needed to be, but the medical profession, just as 
any other group in the population, should not buy 
a pig in a poke if it can avoid doing so. 


And now a prediction to end this portion of my 
presentation. As Blue Shield plans become more 
mature and as understanding between physicians 
and non-physicians becomes more pronounced, 
there will be greater and greater non-physician 
participation in Blue Shield plans at the policy 
making level. 


Scope of Benefits 


All Blue Shield plans operate in accordance with 
accepted insurance principles which may be sum- 
marized as follows: 


1. There must exist laws of mathematical 
probability which are applicable so that the 
insuror may be able to determine in advance 
just how often the event insured against will 
occur. 

2. A person must stand to lose financially by 
occurrence of the event against which he wishes 
to be insured. 

3. There must be a large number of independ- 
ent policy holders. 

4. The risk must be important enough to 
justify paying premiums. 

5. The event to be insured against must be 
uncertain of occurrence insofar as the policy 
holder is concerned. 

6. The insurance itself must not immeasur- 
ably increase the risk. 


Although I shall point out that unlimited access 
to certain services rendered by physicians is not 
234763—58—5 
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insurable, such services can be covered partially 
through coinsurance. Coinsurance, as you may 
know, commonly takes the form of partial payment 
by the insured at the time services are rendered 
or exclusion from coverage of a portion of the bill 
or a portion of a given benefit. Its purpose is to 
reduce or eliminate excessive or unwarranted 
utilization of benefits. 


In February 1943, Blue Shield in Massachusetts 
began providing benefits for surgical and obstetri- 
cal services in the hospital and for related X-ray, 
anesthesia and endoscopy. On June 1, 1947, 
benefits for medical (non-surgical) services in the 
hospital and for surgical and obstetrical services 
outside of the hospital were added. The latest 
addition was benefits for dental surgery in the 
hospital on September 1, 1950. 

Based on our experience in Massachusetts, I 
should say that we could cover completely the 
following services of physicians without utilizing 
coinsurance, despite the fact that some of the 
services listed are not insurable: 

1. Surgical services 
2. Obstetrical services 
3. Medical (non-surgical) 
hospital 
4, Anesthesia 
5. Endoscopic services 
6. Deep X-ray therapy 
7. Diagnostic X-ray related to medical, surgi- 
cal or obstetrical services 
8. Treatment of contagious diseases 
9. Routine immunizations 
10. Periodic health examinations. 


services in the 


Perusal of the foregoing list reveals immediately 
that two important services rendered by physicians 
are absent. These are ambulatory diagnostic 
services and most home and office medical (non- 
surgical) services. Both of these services are subject 
to serious abuse by patients, physicians, or both, 
and therefore in my opinion, should not be covered 
without the protection of coinsurance, preferably 
in the form of partial payment by the insured at 
the time services are rendered. 

While I believe that a Blue Shield plan can 
cover virtually all of the services rendered by 
physicians, either completely or with the aid of 
coinsurance, I do not believe that it is feasible 
for a plan to do so. To be insurable an event 
must be of significant financial consequence. 
Most minor surgery is not of financial consequence 
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and the same is true of immunizations and home 
or office calls for acute, self-limited diseases. 
Protection against the cost of such contingencies 
should be budgeted by the individual or family 
if for no other reason than to save the administra- 
tion fee charged by the insurance agency. 

Much has been said recently about the im- 
portance of preventive medicine. In terms of 
physicians’ services, this means periodic health 
examinations and prophylaxis. Neither of these 
services are insurable because they are certain or 
near-certain to occur. To cover them a plan 
would have to increase each premium by what- 
ever amount it cost to pay for the examination or 
prophylaxis plus a charge for administration. 


Although Blue Shield plans do not cover periodic 
health examinations, they make a significant con- 
tribution in the field of preventive services. In 
the first place, Blue Shield plans have removed 
the fear of costly treatment which, in the past, is 
said to have kept ailing patients from seeing their 
physicians at the first sign of trouble. The accu- 
racy of this statement can be verified by talking 
with any busy practitioner who sees a significant 
number of insured persons. In the second place, 
a large proportion of the services that Blue Shield 
plans pay for are of a preventive nature. In 
Massachusetts the procedures most frequently 
encountered are endoscopies, biopsies, and the 
removal of benign, premalignant and malignant 
lesions. 


Despite the claim that the expanding discovery 
and use of preventive measures—including pro- 
phylaxis and periodic health examinations—will 
reduce the incidence of illness, I believe the oppo- 
site to be true. Because preventive measures 
increase the average span of life, more and more 
persons are becoming subject to the degenerative 
processes of aging. These, in turn, will require 
an ever-increasing amount of medical attention, 
much of which will take the form of surgical inter- 
vention. 

I am aware of the recent claim that older people 
do not use the benefits of medical care plans more 
frequently than younger people. This is contrary 
to our experience in Massachusetts; but, assuming 
it were so, it is not difficult to demonstrate that 
the relative cost of such services is substantially 
greater in the case of older people than in case of 
younger people. 


Consequently, if my reasoning is valid, Blue 
Shield plans can expect a gradual increase in the 
utilization of benefits which, in my opinion at 
least, is a good argument for limiting benefits to 
those services that are of economic significance and, 
therefore, cannot be easily budgeted. 


In concluding this portion of my presentation 
I regret that I cannot tell you what scope of Blue 
Shield benefits the people of this country will ulti- 
mately decide is adequate and effective. How- 
ever, I can tell you that Blue Shield plans are in a 
position to offer satisfactory protection against the 
cost of physicians’ services and that the extent to 
which they do so will depend entirely upon the 
willingness of the public to pay premiums. At 
some point it will be more judicious for thinking 
people to put the equivalent of premiums in the 
bank. 


Prolonged Illness 


It is currently fashionable in some medical and 
insurance circles to talk about catastrophic cover- 
age and a few commercial insurance companies as 
well as the California Blue Shield Plan are experi- 
menting with this type of underwriting. 

Under the commercial insurance policies, the 
member pays all of his medical bills until a speci- 
fied limit is reached—usually $300 or $500. There- 
after the company pays two-thirds or three-fourths 
of the remainder up to a maximum of $3,000 or 
$5,000. Under the California Plan coverage is 
provided for specified conditions up to a maximum. 

Although it is not possible at this time to evalu- 
ate the strengths and weaknesses of the plans de- 
signed to protect against the medical costs of 
prolonged illness, I give you my impressions for 
what they are worth: 


1. The bulk of the cost of prolonged illness 
arises out of the unusual expenditures required 
to maintain the patient in a hospital, in a nurs- 
ing home, or in the patient’s own home. If the 
patient is the main source of family income, 
maintenance of the other members of the family 
is also involved. 

2. Compared to the amount of money re- 
quired for maintenance, the cost of physicians’ 
services is relatively insignificant and can be 
covered completely or almost completely by 
Blue Shield plans through a simple extension of 
benefits. 


3. The medical profession should assume di- 
rect responsibility for making the services of its 
members available as required. It should not 
assume direct responsibility for solving other 
economic problems arising out of illness but 
should, if possible, cooperate with those charged 
with such direct responsibility. 


Payment to Physicians | 


Two basic methods of paying physicians for their 
services are available to medical care plans. These 
are fee-for-service and salary or capitation. Both 
of these methods have advantages and limitations. 

Under the fee-for-service method of payment the 
physician receives a predetermined fee for each 
service or closely related group of services rend- 
ered. Thus, he is compensated directly in pro- 
portion to the amount and type of service he 
renders. This method of payment is traditionally 
associated in this country with the prevailing pat- 
tern of medical practice, which is individual prac- 
tice by both family physicians and specialists. It 
is therefore only natural that Blue Shield plans, 
which are grafted upon the prevailing pattern of 
practice in this country, should utilize this method 
of payment. 

The chief limitation imposed by the fee-for- 
service method of payment is that those aspects 
of medical care which are subject to excessive 
utilization and, therefore, are not insurable (am- 
bulatory diagnostic services and most non-surgical 
home and office services) cannot be covered by a 
medical care plan using this method unless certain 
protective devices in the form of coinsurance fea- 
tures are employed. 

The salary method of payment is so familiar as 
to need no elucidation. The capitation method, 
which is employed in Great Britain for family 
physicians, is less well known in this country. 
Under this method, the physician receives an 
annual fee—about $2.50 in Great Britain—for 
each person on his list or panel. In exchange for 
this annual fee the physician is expected to render, 
within the limits of his competence, all the services 
required by the persons on his panel. Although in 
Great Britain the capitation method of payment 
is used to pay individual family physicians and 
the salary method of payment is used to pay 
individual specialists, both of these methods are 
said to be best adapted to group practice with 
integration of the family physician and associated 
prepayment. 
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The chief defect of salary and capitation is that 
they subject physicians and allied specialists to 
unlimited services for limited, predetermined 
compensation. 

While the salary method of payment, or a com- 
bination of salary and capitation, may provide 
acceptable remuneration under private auspices 
for the full-time services of physicians on a 
restricted scale or for the part-time services of 
physicians on a more extensive scale, it is doubtful 
whether either method will ever appeal to a 
significant number of practicing physicians. 


As I have indicated, unlimited access to certain 
aspects of medical care is not insurable. For this 
reason, a Federal compulsory health insurance 
program cannot utilize the fee-for-service method 
of payment, unless, of course, the fees for abusable 
services are reduced to absurdity. Because it is 
not feasible politically for a Federal program in this 
field to restrict the scope of benefits to those 
services that are insurable or to impose coinsurance 
features, and because the fee-for-service method of 
payment is not adaptable, salary, capitation, or 
both must be employed. If, as is estimated, 85 
percent of the population would be covered by the 
program, there would be virtually no private 
practice. Consequently, a physician would be 
forced to practice under the program if he wished 
to remain in the practice of medicine. But to 
practice under the program he would have to 
submit to unlimited services for limited, pre- 
determined compensation which would be the 
subject of bargaining between the medical pro- 
fession and the officials who operate the program. 
While certain groups within the population may 
be able to bargain successfully with the Federal 
Government, I do not conceive of the medical 
profession being in this category. Certainly the 
recent experience of general practitioners in Great 
Britain in their protracted negotiations with the 
government concerning remuneration has been 
anything but encouraging. 

In order for a compulsory health insurance plan 
to obtain the kind of control that it needs over 
finances and personnel, two main ingredients are 
required. These are group practice with integra- 
tion of the general practitioner and capitation, 
salary, or both. Perhaps it is not a coincidence 
that those who advocate compulsory health in- 
surance are also those who condemn fee-for- 
service and what they disparagingly call the solo 
practice of medicine. 
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Complete medical care is composed of many 
elements including hospital services, drugs, dress- 
ings, appliances, and the services of physicians, 
dentists, nurses, technicians, and social workers. 
Of all these elements there are only two which do 
not readily lend themselves to the application of 
unit financial values. These are the services of 
physicians and dentists. While it is not difficult 
to compute the cost of a patient-day in a hospital, 
the value of an aspirin tablet, or the wages or 
salary to be paid a nurse or technician, it is virtu- 
ally impossible to make a similar determination 
of the value of services rendered by a physician 
in the private practice of medicine. It is for this 
reason that Blue Shield plans derive great strength 
from the fact that, within the confines of a reason- 
able premium structure, participating physicians 
establish the level of their own remuneration. 

In Massachusetts, Blue Shield fees are estab- 
lished by more than fifty physicians representing 
seventeen specialties. These physicians are des- 
ignated by their own specialty groups and not by 
Blue Shield or the Massachusetts Medical Society. 

It might be expected that physicians, in estab- 
lishing fees, would be overly generous in their own 
behalf but such has not been the case in Mass- 
achusetts. As a matter of fact, just the opposite 
has been true. Under our low-income plan, an 
appendectomy commands $75, a tonsillectomy $25. 
Under our middle-income plan, the figures are 
$125 and $50, respectively. 


Service Benefits 


The majority of Blue Shield plans provide service 
benefits. This means that participating physi- 
cians make no additional charge for covered serv- 
ices rendered to individuals or families with 
annual incomes less than pre-established amounts. 

I am acquainted with the arguments for and 
against service benefits. I have also had consider- 
able experience administering a service benefit plan. 
In my opinion, a medical care plan cannot be 
effective unless it provides service benefits for a 
significant proportion of its membership. I say 
this not because I believe that service benefits are 
necessary to protect plan members, but because I 
believe that service benefits help honest, consci- 
entious physicians protect themselves from their 
less scrupulous colleagues. 

It is my conviction, gained through experience, 


that where finances are concerned, the vast ma- 
jority of physicians are honest, fair, and reason- 
able, and that, except for the gouging of a few 
robber barons, almost every unpleasantness con- 
cerning fees is due to misunderstanding on the 
part of patient, physician, or both. If all phy- 
siclans were as most physicians are, we could 
forget about service benefits. : 

In Massachusetts we have two plans—one with 
a family income limit of $3,000 and another with 
a limit of $5,000. The scope of benefits is the 
same under both plans but the level of fees and 
subscription charges is higher for the $5,000 plan 
than for the $3,000 plan. 

According to wage records in Massachusetts 
our income limits provide service benefits for 
essentially 85 percent of the working population. 
Because we permit subscribers to choose the plan 
that best suits their individual needs, we have 
succeeded in gearing our subscription charges to 
ability to prepay. 

Our $5,000 plan, which became available 
generally on January 1, 1951, was our answer to 
inflation. In the present economy our $3,000 
plan is subsidized by the medical profession for 
individuals and families with low incomes. 


Enrollment Practices 


The vast bulk of Blue Shield members join through 
group enrollment. Because it is neither practical 
nor socially desirable for Blue Shield plans to 
insist upon high enrollment percentages, they 
typically protect themselves from a preponder- 
ance of poor risks by imposing waiting periods on 
obstetrical services, tonsillectomies, and, in some 
instances, also on specific conditions likely to be 
of common occurrence, chronic duration, or both. 
Waiting periods vary among the plans, the com- 
mon maximum being one year. Where satis- 
factory percentage requirements are achieved, 
waiting periods are usually waived. 

Most Blue Shield plans arrange for non-group 
enrollment of individuals and families not asso- 
ciated with an eligible group. In Massachusetts 
non-group applicants complete a health statement 
on the basis of which the application is accepted, 
rejected, or accepted with a waiver of known con- 
ditions likely to require treatment. In addition, 
a one-year waiting period is imposed on specified 
conditions. Although applicants must be less 
than 65 years of age, our experience seems to 


indicate that this limitation can be done away 
with. | 

It is not difficult to enroll people in Blue Shield 
plans. The problem is to keep them enrolled 
when they lose their income. Although members 
who leave their place of employment may retain 
their coverage, not all of them do so. In Massa- 
chussetts the annual ratio of cancellations to total 
membership is 1.23 percent. About one-half of 
those who relinquish their memberships do so for 
lack of funds; the remainder drop out for a variety 
of reasons such as death, removal to another 
State, transfer to other coverage, ete. 

There have been instances in Massachusetts 
where the State or local welfare agency has con- 
tinued to pay subscription charges for persons 
out of work, but this is the exception rather than 
the rule because hospital and medical care is 
available to such agencies at rates considerably 
lower than those paid by Blue Cross and Blue 
Shield. Under the law in Massachusetts welfare 
-agencies are required to pay no more than $12 
per day for care rendered in a hospital. This 
amount does not today cover the cost of hospital 
care, let alone the additional cost of physicians’ 
services. 

In my opinion, it is not unlikely that as Blue 
Shield plans extend the scope of their benefits and 
as payments formedical care by governmental agen- 
cies at all levels more closely approximate the cost 
of such care, the incentive of such agencies to 
assume Blue Cross and Blue Shield subscription 
charges for their beneficiaries will be enhanced. 

Today virtually every person in Massachusetts 
who has not already done so can enroll in Blue 
Cross-Blue Shield, or in a medical care plan under- 
written by commercial insurance companies. If 
with the present rate of enrollment—which in 
Blue Cross-Blue Shield alone runs between 
150,000 and 200,000 per year—some satisfactory 
mechanism could be found to salvage those mem- 
bers who drop their coverage for financial reasons, 
it would not be long until virtually every person 
in the Commonwealth could enjoy substantial 
protection against the costs of medical care. 


Quality of Services 


The assertion that Blue Shield plans exert little 
or no control over the quality of services rendered 
by participating physicians is true. Blue Shield 
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plans pretend to neither omniscience nor omnip- 
otence. They assume that medical schools do a 
creditable job and that State licensing boards take 
their responsibilities seriously. They also believe 
strongly that patients should be permitted to 
choose their own physicians. Because the vast 
majority of practicing physicians in this country 
are participating, the services covered by Blue 
Shield plans are qualitatively neither better nor 
worse than those available to non-members in the 
same community. 


Conclusions 


Blue Shield plans have been devised by the medical 
profession to help individuals and families meet 
unexpected and financially significant bills for 
physicians’ services. It is for this reason that they 
are grafted upon the prevailing mode of medical 
practice in this country which is individual prac- 
tice by family physicians and specialists on a fee- 
for-service basis. Less than three percent of the 
physicians in this country are currently engaged 
in group practice and most of these are specialists 
associated with groups that use the fee-for-service 
method of billing patients. 

Because they use the fee-for-service method of 
paying physicians, Blue Shield plans will probably 
rely on coinsurance devices in order to provide 
benefits for ambulatory diagnostic services and 
certain home and office medical (non-surgical) 
services—the two areas in which their coverage 
now may be said to be deficient. Uninhibited 
access to such services can lead to serious abuse on 
the part of a minority of patients, physicians, or 
both, thus imposing an unwarranted financial 
burden upon the rest of the plan’s membership. 

Whether or not Blue Shield plans include bene- 
fits for periodic health examinations and other 
certain or near-certain prophylactic measures will 
depend upon the willingness of the public to reim- 
burse Blue Shield for the cost of such services plus 
an administrative charge. Similarly, whether or 
not minor surgery and other services of little 
financial consequence should be included also will 
be determined by the public. 

One of the few problems of consequence with 
which Blue Shield plans are faced is that of re- 
taining members who are temporarily unemployed. 
If and when welfare agencies come to pay hospitals 
and physicians the cost of their services, the in- 
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centive for them to assume payment of subscrip- 
tion charges for the needy unemployed should 
be enhanced. 

As would be expected, there are very few non- 
physicians who possess an understanding of 
medical practice in its many and varied ramifica- 
tions. Similarly, there are very few physicians 
who are familiar with corporate administration, 


actuarial principles, underwriting requirements, 
public relations, or mass salesmanship. Conse- 
quently, it can be predicted that, while the medi- 
cal profession should not and will not relinquish 
ultimate control over its destiny insofar as medical 
prepayment plans are concerned, more and more 
non-physicians will be brought into Blue Shield 
plans at the policy-making level. 
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Insurance Benefits Related to Health 
and Medical Care 


In its rate of growth and development of new 
benefits, health and accident insurance has in 
recent years outpaced other major lines of in- 
surance. Competition among the carriers to- 
gether with an awareness of the unfilled needs 
in the field of health insurance have led to the 
continual development of new benefits and to 
methods of extending the insurance to an ever- 
widening portion of the population. Under both 
group and individual policies, benefits are now 
available toward the cost of hospital room and 
board, miscellaneous hospital expenses, surgical 
expense in or out of the hospital, and the expense 
of doctor’s calls at the hospital, home or doctor’s 
office. In addition, group insurance companies 
offer laboratory and X-ray benefits for diagnostic 
work done outside the hospital, supplementing 
the miscellaneous hospital expense benefits which 
cover similar costs incurred during hospital 
confinement. Benefits toward the cost of special 
nursing service are provided in some individual 
health insurance contracts. 

Policies providing these benefits ordinarily pay 
stated cash amounts or the actual expense of treat- 
ment up to a specific limit. A number of com- 
panies are now offering alternative or supple- 
mentary benefits providing for the payment of all 
medical expenses including hospital care and 
special nursing in excess of a_ so-called ‘‘de- 
ductible’”’ amount and up to a substantial maxi- 
mum such as $5,000 subject, in most cases, to a 
“coinsurance” provision whereby the reimburse- 
ment is for 75 or 80 percent of the actual expenses 


INSURANCE COMPANIES 


over and above the deductible amount. This offer- 
ing of protection azainst the truly catastrophic 
medical expenses represents the most interesting 
and significant development of the past few years, 
since it is in the realm of the extremely serious ill- 
nesses that insurance is most needed. 

These medical care benefits are, in most cases, 
payable for nonoccupational accidents and sick- 
ness. To complete the pattern of protection work- 
men’s compensation insurance provides medical 
benefits covering hospital, surgical and medical 
expense, as well as death, disability and survivors’ 
benefits. Employers generally are required to 
provide this occupational protection but in most 
States they may select their own insurance com- 
pany or, under certain conditions, self-insure. 

Health and accident insurance also provides, in 
addition to the medical care benefits, weekly or 
monthly income payments on account of disa- 
bility and specific payments for death or loss of 
limb or sight by accident. Automobile bodily 
injury liability policies, as well as many other 
liability policies, provide payments arising out of 
the insured’s liability for injuries to others, includ- 
ing consideration of the cost of medical care. Auto- 
mobile liability policies may also include medical 
expense provisions which pay, without regard to 
liability, the medical expenses resulting from inju- 
ries suffered by the insured or a passenger while 
riding in the insured’s car. Similar provisions are 
often included in other types of liability policies. 


Benefits Paid by Insurance 
Companies 


Health and accident insurance benefits provided 
by the insurance companies and specifically pay- 
able for hospital, surgical and medical expense in 
1951 amounted to an estimated $580 million. In 
addition, approximately $9 million were paid for 
medical care under personal accident policies 
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providing blanket expense payments and under 
polio policies. Payments in 1951 under the med- 
ical expense provisions of automobile liability pol- 
icles are estimated at $13 million. Payments in- 
curred by insurance companies for medical expen- 
ses under workmen’s compensation insurance came 
to $166 million in 1951. 

The amounts just stated, aggregating $768 
million, represent insurance payments directly re- 
lated to medical care expenses and specifically 
paid for the purpose of defraying these expenses. 
This, however, is not the whole contribution made 
by the insurance companies in relieving the eco- 
nomic burden of sickness and accidents. As men- 
tioned, there are other insurance benefits payable 
as a result of accidents or sickness. Payments 
for loss of income due to disability and for acci- 
dental death or loss of limbs or sight under health 
and accident, disability or workmen’s compensa- 
tion insurance amounted in 1951 to approximately 
$850 million. Liability payments under automo- 
bile bodily injury policies aggregated approxi- 
mately $585 million in 1951, much of which was 
paid to cover medical expenses. <A substantial 
but undetermined amount was also paid for bodily 
injuries under other types of liability policies. 

Life insurance plays a part in meeting the cost 
of medical care since, in many cases, a portion of 
life insurance benefits is used to pay the expenses 
of final illness and other medical bills. In fact, 
in well-rounded insurance programs a certain 
amount of life insurance is often definitely ear- 
marked for this purpose. Death benefits paid for 
all purposes, in.1951, under life insurance policies, 
totaled $1,709 million. 

These benefits not in the category of voluntary 
insurance against the cost of medical care have 
been enumerated to show how the various forms 
of insurance complement one another in creating 
a comprehensive program of protection against 
the many hazards to which human life and health 
are subject. The remarks which follow, however, 
will be confined to a discussion of health and acci- 
dent insurance providing benefits specifically for 
hospital, surgical, and medical expenses. 


Evolution of the Current Health 
Insurance Policies 
Insurance premium rates and underwriting prac- 


tices are based, in general, on past insurance 
experience, but, in offering new benefits, no such 


past experience is available. Sometimes recourse 
to statistics relating to the population is possible, 
or the results of special surveys undertaken by 
private or governmental agencies may afford some 
help. Otherwise, judgment estimates must be 
made and then tested by offering the insurance 
at rates so determined, and observing the results. 
Thus a full-blown insurance plan offering the 
ultimate in protection is necessarily the product of 
an evolutionary process. In the case of hospital 
expense insurance, this process began nearly 50 
years ago with a provision whereby the weekly 
disability income was increased by 50 percent dur- 
ing hospital confinement up to a stated time limit. 
Reimbursement of certain surgical fees up to 
stated limits was also provided in some of the early 
policies. There was little change in these rudi- 
mentary benefits until the thirties. At that time 
hospital benefits toward room and board charges 
were increased, provision was made for limited re- 
imbursement of other hospital charges, and bene- 
fits were added toward payment of doctors’ bills 
for non-surgical treatment. These medical care 
benefits then became available independent of 
cash disability benefits, thus. permitting the sale 
of hospital, surgical and medical insurance to 
persons not gainfully employed and to dependents 
of insured persons. 

Along with the broadening of benefits, there 
have also been changes and innovations in methods 
of distribution. At first these benefits could be 
purchased only through individual policies. Some 
eroup insurance of this type was placed in 1928 
with major activity on the group basis commencing 
several years later. Initially the group method 
was available only to establishments of 50 or more 
employees. This minimum group requirement was 
later reduced to 25 lives. Now, where permitted 
by State law, groups as small as 10 or even 5 are 
insured by some companies. This broadening 
and extending of the coverage has brought health 
insurance to more and more people, and at the 
same time has focused attention on the compara- 
tively rare, but individually very serious, cases of 
long or complicated illnesses for which more com- 
prehensive protection is needed. In seeking the 
solution of this problem, insurance companies 
have developed the catastrophic illness or major 
medical expense policy previously mentioned. As 
in the case of any new product or service, knowl- 
edge and appreciation of it by the public must 
precede its widespread distribution. Also, the 
premium rates and practices of the insurers must 


be further tested by observation of the actual 
experience. 


Benefits of Competition in Health 
Insurance 


Except for problems created by inflation, insur- 
ance companies have had a generally favorable 
climate in which to experiment in this field. Free 
competition, of course, is particularly favorable to 
the development of new ideas and services. Insur- 
ance companies are closely regulated to assure 
their solvency and their operation in the public 
interest, and they are required to meet certain 
minimum conditions in respect to the policy forms 
which they offer. Fortunately, this regulation has 
not, in general, inhibited the introduction of new 
benefits or the broadening or liberalization of 
existing ones. Furthermore, the insurance which 
the companies have offered does not involve any 
element of control over the insured as a patient, 
or over the doctor or the hospital. The relation- 
ships between the patient and the doctor or 
hospital are not disturbed by the insurance. 

The belief is sometimes expressed that an insur- 
ance or prepayment plan should involve some 
supervision over the services purchased, but in 
the opinion of most insurance people, this is not a 
part of the function of insurance. However, in 
underwriting this type of insurance, the companies 
find it increasingly important that there be an 
understanding and appreciation by physicians and 
by their own personnel, of the interrelationships 
between medical economics and medical care 
insurance. While insurance companies have 
avoided any interference with the practice of 
medicine, they have encouraged medical research, 
through grants of money, and have promoted the 
dissemination of information on health, habits and 
accident prevention. 

Under these conditions of free competition, 
voluntary insurance has been able to develop new 
benefits and to discover new methods of distribu- 
tion and administration. This freedom to explore 
and develop has been a fortunate condition in the 
history of voluntary health insurance. It has 
occurred during a period of unprecedented change 
and advance ia the practice of medicine. This is 
a period which has seen the increased use of hospi- 
tals with frequency of admissions on the rise, but 
with the average stay decreasing as a result of 
early ambulation following surgery, great advances 
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in diagnosis, spectacular results from the new 
antibiotics, increasing specialization in medical 
practice, and development of group practice in 
some areas. 

A uniform plan of prepayment for medical care 
might easily have inhibited or impeded some of 
these changes and advances, but voluntary health 
insurance with its elasticity and its responsiveness 
to local needs and desires has not done so. To 
the contrary it has fostered advances by its con- 
tributions to the financing of medical care. It 
is desirable that the elasticity and independence 
of voluntary plans and the variety of benefits 
offered be preserved so that the public may con- 
tinue to choose the type and scope of insurance it 
desires, and so that insurance may be adapted to 
future changes in medical practice. Also, ex- 
perience may indicate the desirability of revising 
existing benefits. For example, the tendency to 
provide medical and X-ray benefits limited to 
in-hospital care may be unduly taxing the facilities 
of hospitals for services that could as well be 
performed elsewhere. In a competitive system, 
proper balance is maintained by the interplay of 
natural forces such as supply, demand and price. 
With a variety of plans and policies available at 
varied cost, and offered by numerous organizations 
actively competing with each other, people can 
express their individual desires in health protection 
by purchasing insurance covering those contin- 
gencies against which they wish to insure in the 
amount they choose. 


Health Insurance and the General 
Economy 


The recent gains made in health insurance have 
been partially offset by the adverse influence of 
rising prices. With each step toward larger 
amounts of benefit, the goal of adequate coverage 
has receded as a result of increased cost of medical 
care, particularly hospital charges. While hospi- 
tals may be able to check this rising spiral of 
costs, and undoubtedly are striving to do so, the 
prices of the goods and services which they must 
buy are largely beyond their control. Rising 
personal taxes also impair the ability of the 
individual to pay the cost of medical care, whether 
on a prepayment basis or otherwise. 

A sound economy contributes in many ways to 
good health since other requisites, such as proper 
nutrition, good housing, and adequate public 
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health service, all depend on the economic bealth 
of the Nationand its individual citizens. 


The Distribution of Health Insurance 
to the Public 


In its use of the group method as well as the indi- 
vidual method of sale or distribution, health 
insurance offers the economies of mass distribution 
to those whose employment makes this method 
applicable. At the same time individual policies 
are made available to those individuals who do 
not belong to insurable groups. The individual 
policies also offer those who are covered in groups 
the opportunity of purchasing additional insurance 
where there is a need and desire for it. 

Obviously, voluntary insurance will never 
achieve 100 percent coverage of all those eligible 
for it. Because it is voluntary there will always be 
those individuals in our society who feel that they 
do not need it or who are unwilling to forego some 
other purchase or benefit in order to find a place 
in their budget for the cost of health insurance. 
However, the sales organizations of the companies, 
aided by advertising and other sales promotion 
activities, have distributed health insurance widely 
throughout the country and may be expected to 
continue doing so. 

Among the companies and associations offering 
health insurance are some organized to serve spe- 
cial groups, such as teachers, clergymen, members 
of labor unions, farmers, and employees of a sin- 
gle employer. Health insurance is also sold by 
mail through “commercial travelers’ and other 
organizations and is provided for the members of 
some fraternal societies. 


The Problem of Individuals 
Cannot Obtain Insurance 


Who 


Those ineligible for insurance comprise, prima- 
rily, the indigent and people who do not meet the 
insurance companies’ standards of acceptance. 
Obviously, a system of voluntary health insur- 
ance cannot take care of the indigent any more 
than the grocery stores can be expected to pro- 
vide the indigent group with food. The needs of 
the indigent, whether for food, clothing, housing 
or medical care, must be met by private charity 
or by governmental assistance. The real chal- 
lenge which the indigent offer, is to raise in them the 


desire and to provide in our economy, the oppor- 
tunity for their self-support to the greatest pos- 
sible degree. Certainly in no other country of 
comparable size has so much been done to give 
everyone an opportunity to achieve a satisfactory 
scale of living by his own efforts. In our attempts 
to improve the condition of the indigent and near 
indigent, it is important that they not only have 
the opportunity for self-support, but the incentive 
as well. 

The suggestion has been made that voluntary 
health insurance plans, meeting certain specifica- 
tions, should extend coverage to indigent groups 
in return for a Government subsidy. Unless it 
can be shown that this approach offers important 
administrative advantages, there is little to com- 
mend it and there are many objectionable features. 
It has been urged that this would avoid the stigma 
of accepting public assistance at the time of sick- 
ness, but the means test would have to be applied 
to the entire class of the indigent to bring it 
under such a plan. The cost would still fall upon 
the taxpayers and the insurance mechanism would 
appear to serve no valuable purpose. 

As to the uninsurable, this group is being pro- 
gressively reduced. Group insurance customarily 
covers all active employees regardless of physical 
condition or age. The area of group insurance 
is being expanded as more companies are lowering 
their limits from 25 to 10 or even to 5 lives. In 
the field of individual policies, an increasing 
number of companies are offering insurance up 
to ages 70, 80, or even without age limit. Some 
progress is also being made in the underwriting 
of substandard risks on an individual basis. In 
providing insurance for the aged and for people 
who are not presently acceptable because of poor 
health, there is need of more statistical data on 
which to base the rates. This statistical basis 
is being developed gradually by extending the 
coverage step by step and observing the results. 


Insurance for the Aged 


For the older person not covered by group insur- 
ance who continues to be employed and who 
maintains his earning power, the higher cost of 
individual insurance should not entail a serious 
burden as he is relieved of the expense of depend- 
ent children. The retired individual, however, 
presents another situation. In some cases, his 
former employer continues his coverage and that 
of his dependent wife under the employer-employee 


group insurance plan. In other cases, the retire- 
ment income which he enjoys from various sources 
may be adequate to cover the cost of purchasing 
individual insurance against hospital, surgical 
and medical expense. For those whose incomes 
are sufficient to provide only the minimum require- 
ments of food, clothing and shelter and who are 
so unfortunate as to incur substantial medical 
expenses, public assistance or private charity are 
widely available to assure them needed medical 
care. The recent amendment to our Federal 
income tax laws giving people over 65 the right to 
deduct from taxable income all their medical 
expense, including health insurance premiums, 
up to the maximum limit, offers some relief to 
those whose incomes are subject to tax. 

Health insurance for the aged is becoming in- 
creasingly available. The ultimate problem is not 
its availability, but the adequacy of personal in- 
come at the older ages to meet the cost of this 
insurance as well as other essential requirements. 
Individuals, in planning their old-age retirement 
programs, and employers, in developing pension 
plans and in their pre-retirement counseling of 
employees approaching retirement age, should 
give due consideration to the increased costs. of 
medical care at the older ages which are necessarily 
reflected in higher premiums for health insurance. 
Adequate retirement financing includes provision 
for this expense as well as for the other necessities 
of life. 


The Place of Insurance in Health 
Maintenance 


Insurance, however, provided, must not be ex- 
pected to solve all health problems. Good health, 
for the most part, is a result of good personal and 
family habits and intelligent use of personal in- 
come. The function of insurance is to spread the 
cost of illness and accidents. It does not lessen 
individual and family responsibility for the main- 
tenance of good health. Voluntary insurance, in 
fact, is an evidence of the acceptance and assump- 
tion of personal and family responsibility in this 
area. 

Medical care includes prevention, diagnosis and 
treatment. What portion of these services is in- 
surable in practice? By its definition as ‘‘the act 
of insuring against loss or damage by a contingent 
event,’ insurance does not necessarily include 
prevention as an inherent function. In many 
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property and liability insurance lines, for example, 
elevator liability, the service sold by the insurer 
combines inspection for preventive purposes with 
insurance. In voluntary health insurance plans 
similar “inspection services’ are, for obvious 
reasons, not so readily included. Prevention 
generally remains an individual responsibility. 
However, through their advertising, insurance 
companies encourage the practice of periodic med- 
ical examinations and other preventive measures. 
In diagnosis and treatment there are many ex- 
penses which may be insurable by theoretical 
criteria, but for which insurance does not meet 
the test of practical economics. One example is 
the treatment of a minor illness requiring not more 
than a few doctor’s visits. Expenses of this type 
do not generally bear heavily on the individual 
and yet they amount, in the aggregate, to a sub- 
stantial portion of the entire cost of medical care. 
Because the individual costs are small, it is more 
practical and economical to meet“such expenses 
through budgeting of current income than through 
insurance, thus eliminating the administrative 
expenses involved in the payment of a large num- 
ber of small claims. Since the small medical bills 
are frequent and numerous and the large ones 
relatively infrequent, a ‘“‘deductible’ amount in all 
medical care insurance would permit the payment 
of hundreds of dollars more on the long and serious 
illnesses, without any increase in premium pay- 
ments. 

Some attempts have been made to appraise 
voluntary health insurance by comparing the 
amount of benefits paid with the aggregate na- 
tional expenditures for personal medical care. 
While this may be a reasonable way to gauge the 
growing value of health insurance in relation to an 
index which reflects population trends, utilization 
and cost of medical care, any implication that 
health insurance should meet the entire national 
expenditure or the major portion of it, and has 
failed to the extent that it does not do so, is 
unfortunate. As has been mentioned, the medical 
care bill includes many items which either are not 
insurable or are better handled by personal bud- 
geting. Also there are the indigent, who cannot 
buy the insurance, and other groups who have 
adequate resources with which to meet these 
expenses. 

Voluntary health insurance should not seek to 
cover all medical care costs from the trivial expen- 
ditures to luxury services. Its goal should be to 
supply such benefits as may be required in the 
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individual case to prevent necessary medical 
expenses from becoming a financial hardship. It 
should also be evaluated in its proper setting as 
one of several important methods of meeting the 
cost of medical care, the others being direct pay- 
ment from personal income or by employers; for 
the indigent, private charity and public assistance. 


The Prospects for Future 
Development 


In appraising voluntary health insurance and its 
future prospects, the record of its growth and 
development is significant. The entire history of 
the business covers a fairly short period and the 
major development of the medical care benefits 
has occurred within the past 15 years. The pro- 
gress made by all types of insurers, Blue Cross, 
Blue Shield, independent plans, and about 500 


insurance companies, is a story too well known to 
need to be detailed here. One indication of this 
growth is that the total number of people with 
some hospital expense protection afforded through 
all types of programs has increased in this 15-year 
period from a few million to more than 85 million. 
Insurance companies account for about half of 
this increase in coverage. In the same 15-year 
period all health and accident insurance issued by 
these companies has increased by more than 700 
percent in terms of premium volume. Paralleling 
this numerical expansion we have seen many im- 
provements in scope and quality of coverage. This 
record is evidence that voluntary health insurance, 
as provided by the various types of organizations 
offering it, is performing a valuable and effective 
service which is giving satisfaction to its users. 
With this demonstration of popular acceptance, 
there is ample reason to believe that the business 
will continue to grow and to serve an increasing 
portion of our population. 


AN EVALUATION OF INDEPENDENT PREPAY- 
MENT PLANS FOR MEDICAL CARE 


GEORGE BAEHR, M. D. 


President and Medical Director 
Health Insurance Plan of Greater New York 
New York, New York 


The independent medical insurance plans differ 
from the commercial and Blue Shield plans in 
that most of them endeavor to provide compre- 
hensive coverage and for this purpose find it neces- 
sary to operate through prepaid group practice. 

The rising cost of living has accelerated a grow- 
ing appreciation among people of low and moderate 
income of the need for insurance protection which 
will permit families to budget all the costs of their 
medical care throughout the year. At the same 
time, continuous health education by the press 
and radio and by the medical profession itself, is 
creating a growing public understanding of the 
need for disease prevention and early disease 
detection. These objectives can be attained 
through a voluntary prepayment plan only if it 
provides comprehensive medical care, which in- 
cludes all required professional, laboratory, and 
X-ray services without financial barriers to prevent 
their prompt utilization. 

Experience in this country has demonstrated 
that medical expense indemnity insurance which 
remunerates individual physicians on a fee-for- 
service basis cannot provide medical care of such 
comprehensive scope to insured families. Cover- 
age is necessarily limited by these plans because 
of the unpredictable number of professional and 
laboratory services that physicians may choose 
to render under this method of remuneration, 
which results in unpredictable costs to the insur- 
ance company and, ultimately, to the consumers. 
In order to maintain some measure of control, the 
coverage provided by the medical expense in- 
demnity method is therefore restricted very largely 
to in-hospital services. Even if there are some 
other benefits, the partial insurance coverage 


which most of these companies provide still leaves 
insured families widely exposed to extra medical 
bills. 

More important from a public health stand- 
point, the many extra charges that doctors are 
permitted to make under the limited plans deter 
families from availing themselves of the benefits 
of preventive medical services and from prompt 
use of existing facilities for early disease detection. 
In our aging population, disease prevention and 
early disease detection are becoming increasingly 
important aspects of medical care and they must 
be included in a medical insurance program if it is 
to meet the full needs of the public. 

This is perhaps not the appropriate time to 
reiterate the arguments for and against national 
compulsory medical insurance. The objectionable 
features, as I see them, were outlined in my 
testimony at Congressional hearings before the 
Senate Committee on Education and Labor in 
1946 (pp. 2060 to 2079), 1947 (pp. 121 to p. 164), 
and 1949 (June 20). But there is one outstand- 
ing challenge made by the proponents of a na- 
tional compulsory system, namely, the compre- 
hensive scope of its benefits, which most of the 
voluntary medical insurance plans in this country 
have thus far failed to meet. Voluntary insur- 
ance will not be accepted as the final answer to 
the problems of medical care until it can provide 
comprehensive coverage to those who want it 
and should have it. 

In recognition of the public need for compre- 
hensive medical care, attempts have been made by 
State medical societies in California and Michigan 
to provide comprehensive coverage on a fee-for- 
service basis. They failed for actuarial and other 
reasons. The benefits had to be limited there- 
after chiefly to in-hospital services, because of 
the abuses to which the fee-for-service method of 
remunerating physicians inherently gives rise, 
especially under a medical insurance plan of com- 


61 


62 


prehensive scope. The Oregon Physicians’ Plan 
provides comprehensive coverage but only for 
wage earners, the preferred risks, and not for the 
dependent spouse and children who are the chief 
users of medical care. 

As has now been demonstrated in many local- 
ities, comprehensive coverage can be provided for 
insured families by prepaid medical groups which 
are remunerated on an annual per capita basis. 
The required change to this form of medical 
practice cannot be attempted by commercial 
companies which merely pay medical bills and are 
not concerned with the quality or adequacy of 
medical care. Also, the local medical societies 
which sponsor the Blue Shield plans cannot set up 
or encourage such prepaid medical groups because 
they compete with solo practitioners and special- 
ists who still comprise the bulk of the societies’ 
membership. The medical societies will therefore 
take no part in modernizing the organization of 
medical care until a much larger part of the medical 
profession is engaged in group practice. 

At the national level, the American Medical 
Association has accepted the principle that inde- 
pendent groups of physicians and community 
leaders should be permitted to experiment with 
newer patterns of prepaid medical care. But 
State and county medical societies cannot, or will 
not, initiate or operate such experiments because 
of their political structure. In 1949, the House 
of Delegates of the AMA adopted a set of 20 
principles to guide State and county medical 
societies in approving such medical care plans. 
Since that time, only one of the hundred or more 
consumer or community-sponsored plans now in 
operation in various parts of the country has been 
approved by a State medical society because of the 
opposition of local physicians to any change in the 
status quo. The conspicuous solitary exception 
is Group Health, Inc., of Washington, D. C., 
which had been opposed for so many years by the 
Medical Society of the District of Columbia. 

Prepaid group practice is to be found today 
in more than 100 communities in the United 
States and is providing comprehensive medical 
care to about 3 million people. The growth of 
this valuable method of medical practice contin- 
ues to be retarded in almost every locality in 
which it exists by organized resistance from local 
physicians. In some States, local physicians try 
to prevent any members of the profession from 
practicing as a prepaid group in a thoroughly legal 
manner under auspices which they prefer. In 


other States, laws have been enacted at the request 
of medical sociaties which actually prohibit pre- 
paid group practice. 

The medical profession now advocates volun- 
tary insurance as the ultimate answer to all the 
medical needs of our people, especially those with 
low or moderate incomes and tight budgets. At 
the same time, it permits local medical societies or 
combinations of local physicians to obstruct the 
development of the only form which has thus far 
been able to provide comprehensive medical care 
at a cost that people of low and moderate incomes 
can afford on a prepaid basis. On July 16, 1949, 
an editorial in the Journal of the American Medi- 
cal Association warned that such obstructive be- 
havior by physicians may be unethical.! In spite 
of these pronouncements, the conflict at the local 
level remains unchanged and now calls for more 
positive action by national authorities within the 
profession itself if intervention by government is 
to be avoided. Itis our hope that the Commission 
will find that this problem is of sufficient impor- 
tance in the public interest to warrant its own tact- 
ful intervention. 

The independent medical insurance plans, 
many of which are associated in the Cooperative 
Health Federation of America, were founded on 
three basic concepts: (1) that the public requires 
comprehensive medical care at a total annual cost 
which people of low and moderate income can 
afford to pay; (2) that the ready availability of 
comprehensive medical services to ambulatory 
persons is vitally important as a public health 
measure for disease prevention and for early 
disease detection; and (3) that organized medicine 
is handicapped by its political structure and is 
therefore unable to establish the necessary pattern 
of medical practice which will provide comprehen- 
sive medical care under voluntary insurance. 

For this reason, most of the independent medical 
insurance plans were organized under consumer or 
community sponsorship with the aid of groups of 
physicians. It was appreciated that in this age of 
highly specialized professional skills and medical 
technology, the total medical needs of an insured 
population can best be met by a balanced team of 
physicians, specialists, and technicians trained in 

1 “Instances have occurred in which physicians, for political, commercial or 
emotional reasons, have endeavored to utilize the Principles of Medical Ethics 
as a means of producing embarrassment, distress or loss of reputation of other 
physicians whom they envy or whose open competition they fear. The 
Principles of Medical Ethics were not designed for any such purpose, and the 
attempt to utilize the principles of ethics for such purposes may well be in 


itself unethical.’ Editorial, J. A. M. A., July 16, 1949 (Vol. 140. No. 11), 
p. 960. 


the great variety of skills and technics which today 
constitute modern medicine. The purpose of the 
independent plans is to do something organized 
medicine is as yet unable to do—combine these 
medical skills and technics in the form of group 
practice and place them freely at the disposal of 
people of moderate means in return for the per 
capita income derived from insurance premiums. 
The independent plans can give the insured 
families the services of a family doctor and give 
him and his patients the benefit of the group’s 
clinical laboratory, X-ray diagnosis and therapy, 
‘pathology, physical therapy, and other services 
and of the various specialties of medicine and 
surgery. Families which receive all their medical 
services from a prepaid medical group can com- 
pletely budget the costs of their total medical care 
throughout the year. If satisfied with the full 
scope and quality of the care provided for them by 
the prepaid medical group, the insured population 
has no need to purchase medical care from any 
other physicians. 

Therein lies the cause of complaint and resist- 
ance by the opponents of prepaid group practice. 
Their criticism that the subscribers to prepaid 
group practice do not have “free choice” of any 
physician in the community is not valid, for under 
voluntary insurance the subscribers have exer- 
cised choice when they elected to obtain their 
medical care from a prepaid medical group. If 
they change their minds after they have joined, 
they are at liberty at any time to discontinue 
their subscription and choose any doctor outside 
the plan whom they prefer and can afford to pay. 
In actuality, the members of my profession who 
endeavor to eliminate prepaid group practice by 
their harassments and make it unavailable to the 
public, are themselves the real opponents of ‘‘free 
choice.” 

In 1947, after a four-year study of the problems 
of medical care, the New York Academy of Medi- 
cine concluded that prepaid group practice is the 
logical and evolutionary development of ‘Medi- 
cine in the Changing Order.’”’ During the years 
preceding 1947, some of the founders of the 
Health Insurance Plan of Greater New York 
studied nonprofit medical insurance plans in 
various parts of the country and were convinced 
that medical society sponsored plans, because of 
their political structure, could not change the 
pattern of medical practice so as to provide the 
public with an opportunity to purchase compre- 
hensive medical care. HIP was therefore organ- 
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ized as an independent nonprofit medical insur- 
ance plan under a Board of Directors composed of 
representative community leaders from labor, 
business and industry, Government, and _ the 
medical profession, who operate the Plan as a 
community trusteeship. 

It is important to point out to this Commission 
that the Plan could not have been established 
without the aid of generous loans from several 
philanthropic foundations. These loans are al- 
ready being repaid out of premium income. But 
the experience has demonstrated that similar proj- 
ects cannot be established without financial aid 
in the form of grants or loans either from industry, 
labor groups, consumer or farm cooperatives, or, 
if it is to be under community sponsorship, from 
Government. The proper role of Government 
in the promotion of plans for comprehensive 
medical care through prepaid group practice was 
suggested in the 1947 Report on Medicine in the 
Changing Order of the New York Academy of 
Medicine.” 

The effective use to which such loans or grants 
can be put is revealed by the brief record of the 
Health Insurance Plan of Greater New York. 
After five and a half years of operation, the Plan 
is providing comprehensive medical care to more 
than 360,000 insured persons and within a few 
months its enrollment will exceed 400,000. The 
services are provided by 30 medical groups which 
are located in various sections of the city. They 
comprise altogether about 950 physicians and 
specialists. ach medical group is autonomous 
and includes an adequate number of family physi- 
cians proportionate to its enrollment size and a 
complete roster of qualified specialists. The 
required professional qualifications for member- 
ship in a group are determined by an impartial 
Medical Control Board of representative physi- 
cians. The quality of medical care which they 
render is checked by the Medical Department of 
HIP; 

It is important to point out that for public 
health reasons there are no deterring extra charges 
for any medical services which the insured may 
require in their homes,’ in physicians’ offices, 
medical group centers, or in hospitals. Every 
kind of medical and surgical service is available to 





2“The Committee recommends that comprehensive medical services be 
extended by the use of voluntary, non-profit insurance, using group practice 
units wherever feasible, and government subsidy wherever necessary.’ 
Medicine in the Changing Order, Commonwealth Fund, 1947, p. 56. 

3 Except a permissible $2 charge for night calls requested and made between 
10 p. m. and 7 a. m. 
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them, including X-ray diagnosis and therapy, 
radium and radio-isotope therapy, diagnostic 
laboratory services, physical therapy, visiting 
nurse services, and even ambulance transportation 
without extra charge. 

The Plan erects no barriers by reason of age, 
sex, or pre-existing illness, injury, physical defect, 
or pregnancy, either to admission to its rolls or to 
utilization of services thereafter. There are no 
waiting periods for medical care for pre-existing 
illness or pregnancy. Reliance is placed solely 
upon group enrollment to protect the Plan against 
the adverse selection to which unguarded indi- 
vidual enrollment would expose it. 

The enrollment in the Plan consists of a repre- 
sentative cross section of a typical urban popula- 
tion, but it is as yet somewhat deficient propor- 
tionately in the adolescent age group and in females 
over 60 years of age. Even for these groups it is 
building up a substantial body of experience. 
Since the first day of operation of the Plan, a 
Division of Research and Statistics in HIP has 
recorded every medical service to every enrollee 
by means of an IBM coding system. In view of 
the absence of any age limits to enrollment, the 
Plan’s experience with old people and with ma- 
ternal and infant care is especially illuminating. 
The utilization rates of medical, surgical, and 
laboratory services available to all age groups 
also provide valuable data for future programs of 
medical care. The publications emanating from 
the Research Division are available to the Pres- 
ident’s Commission, as well as all of the Plan’s 
recorded experience. A more detailed study of 
the experience of the Plan during its first five 
years is now being made by a special committee 
of impartial experts under the chairmanship of Dr. 
Lowell Reed of Johns Hopkins University, which 
is being financed jointly ‘by the Commonwealth 
Fund and the Rockefeller Foundation. It will 
include also an investigation of the sickness expe- 
rience of 10,000 households, of which 5,000 have 
HIP coverage. 

Although HIP is now one of the largest inde- 
pendent plans, its enrollment constitutes only 13 
percent of the total enrollment of the independent 
plans in this country. The experience of these 
plans throughout the Nation is now sufficiently 
voluminous to serve as an adequate demonstra- 
tion that comprehensive medical care through 
prepaid group practice is professionally feasible 
and, from the standpoint of doctors and patients, 


financially practical. There can also be no ques- 
tion of its importance to public health. 

For these reasons, I believe it to be the function 
of this Commission (1) to find ways to overcome 
local professional resistance to its development, 
and (2) to recommend that financial assistance be 
provided by Government as a public health meas- 
ure to encourage the wider extension of prepaid 
comprehensive medical care throughout the coun- 
try by qualified medical groups under appropriate 
local community sponsorship. 

In order to avoid being misunderstood, permit 
me to state that I favor also the extension of 
medical expense indemnity plans to as large a part 
of the population as possible despite their limited 
coverage. We must recognize realistically that 
solo medical practice on a fee-for-service basis will 
probably endure as the predominant pattern of 
medical care for a very long time. The transfor- 
mation of medical practice to a more modern 
pattern will evolve slowly. The findings and 
recommendations of this Commission can, by in- 
fluencing the rate of this evolutionary develop- 
ment, promote the extension of comprehensive 
medical care through this means to more of our 
people. 

About eight weeks ago (August 13), the dis- 
tinguished President of the American Hospital 
Association, Dr. Anthony J. J. Rourke, warned 
this Commission that the prepayment movement 
is markedly decreasing the clinical material on 
the teaching services of hospitals throughout the 
country and that this is having a very adverse 
effect upon the training, not only of medical stu- 
dents but of interns and residents. He stated 
to the Commission: “If this trend continues, 
our traditional teaching service will disappear 
and some other way will have to be found for 
training the doctors of tomorrow.” 

I submit that the way has been found, if volun- 
tary hospitals will take advantage of it. Clinical 
teaching and research depend chiefly upon service 
beds, in which the care of the sick is the joint 
staff responsibility of the clinical service and not 
ofasingle doctor. As long as patients pay nothing 
for their medical care, they are always the com- 
bined responsibility of the medical staff who 
practice in the hospital as a group under the 
direction of the chief of the service. Why 
change this traditional form of group practice 
merely because some of the former ward patients 
now prepay their medical care? All that is 


necessary to retain the clinical service of a hospital 
under the changing order of medical economics 
is for the staff of the hospital to accept the responsi- 
bility for a number of insured persons and to care 
for them as a joint responsibility. Many well- 
known group practice clinics throughout the 
country have demonstrated that this system of 
practice can promote high quality of medical care 
and maintain high educational standards. | 

The income received for the medical care of 
these insured people accrues to the benefit of 
the staff of the service and is distributed to them 
equitably in proportion to the time which each 
member devotes to his duties in the service and 
his relative skills and experience. By continuing 
group practice as heretofore on patients who are a 
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joint responsibility of the clinical staff, the 
educational and scientific functions of a hospital, 
upon which the quality of its medical care depends, 
may be retained intact. 

This is one more cogent reason for this Commis- 
sion to consider the two recommendations which 
I made during my previous testimony: (1) that 
the Commission find ways to overcome local 
professional resistance to the development of 
prepaid group practice; and (2) that, as a public 
health measure, it recommend financial assistance 
by Government to encourage the wider extension 
of prepaid comprehensive medical care throughout 
the country by qualified medical groups under 
appropriate local sponsorship. 
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1. The Accepted Need for Insurance 
Against Medical Costs 


There is now widespread agreement that sickness 
costs cannot be budgeted by most families in- 
dividually and must be distributed among groups 
of people and over periods of time—through in- 
surance, taxation, or both. 

The assigned question concerns the need, the 
potential, and the implications of wider financing 
of health services through insurance than we have 
already achieved. To answer this question I must 
start by posing two others: How much insurance 
do we need? How much do we have? 


2. How Much Insurance Do We Need? 


If the burdens of medical costs are to be prevented, 
insurance has to extend to six kinds of costs—those 
for physician, hospital, dentist, nurse, laboratory, 
and probably about one-third of the expenditures 
for drugs and appliances. (See Appendix Note A.) 
Taken together, these six now account for nearly 
80 percent of all private expenditures for medical 
services and commodities.' 

If the families of the Nation have substantially 
less than such comprehensive insurance, they have 
no sure protection because no family can reliably 
anticipate what kinds of illness it may have, or 
what kinds of services or costs, or in what amounts, 
an illness may bring. Less than comprehensive 
insurance leaves gaps in insurance protection, in- 
vites partial care and excessive costs for insured 


1 This assumes that the net cost of insurance itself, not included in this 
figure, does not constitute a substantial additional cost. 
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services, and retains the financial barriers against 
preventive and early care. 

Private expenditures for medical care in 1951, ex- 
clusive of the net cost of insurance, were about 
$8.5 billion. Protection against 80 percent means 
insurance that covers, at the minimum, $6.8 billion 
of private costs.” 


3. How Much Insurance Do We Have? 


It is reported that about 86 million different 
people—about 56 percent of the population—had 
some insurance against medical costs at the end 
of 1951.2 The aggregate benefit payments under 
all of this insurance amounted to $1.35 billion, 
or 16 percent of total private expenditures.’ 
This is 20 percent of the minimal amount of 
insurance protection we needed in 1951.8 

If 86 million people had some insurance at the 
end of 1951, why did all insurance meet less than 
20 percent of minimum insurance need? The 
answer lies in the fact that only about 3 million 
of the 86 million had more or less comprehensive 
insurance protection. The other 83 million had 
various degrees of limited insurance protection. 


4. Can We Expect Voluntary Insurance 
to Meet the National Need? 


The need for wider insurance thus refers to the 
gap between the 16 percent of insurance protection 
we had in 1951 and the 80 percent we needed. 


2 This estimate of how much insurance we need, at 1951 levels, is minimal 
because (a) it does not include the net cost of insurance and, (b) derived 
rom actual expenditures, it takes no account of present underutilization or 
fof expected increase in expenditures if insurance becomes comprehensive. 
An expansion of 25 percent in these costs as a result of comprehensive insur- 
ance coverage for (say) 85 percent of the population would increase the fig- 
ure from $6.8 billion to $8.0 billion—still exclusive of the net cost of the in- 
surance itself. 

3 Accident and Health Coverage in the United States: Annual Survey as of 
December 31, 1951, Health Insurance Council, June 1952, 31 pp. 

* Based on estimates for 1951 of total private expenditures (exclusive of the 
net cost of insurance) and of benefit expenditures and payments made by all 
private health insurance plans and companies. See Social Security Bulletin, 
December 1952. 

5 It is only 17 percent of the expanded expenditures that might be expected 
under widespread insurance (see footnote 1 Page 2). 


The population coverage of private insurance 
has been increasing rapidly. As long as/there is no 
set back in our economy, continued increase may 
be expected for some time to come. Will such 
further growth meet the need? 

Assume that hospitalization insurance succeeds 
in covering 75 percent of the population within 
the next 5 or 10 years, and that other voluntary 
insurance grows correspondingly. All voluntary 
insurance would then insure against only about 21 
percent of total private expenditures for medical 
care, or about 26 percent of the minimum in- 
surance we need.® 

To achieve more, private insurance would have 
to broaden its benefits greatly, while covering 
people who are increasingly difficult for it to reach 
and who would include a rising proportion of 
relatively ‘bad risks.”’? There is little ground for 
optimism here. Benefit expenditures per insured 
person, as well as premiums, have increased in 
recent years. But when adjusted for rising costs, 
there is no evidence of substantial or sustained 
increase in the scope of insurance protection. (See 
Appendix Note B.) 

Perhaps it will be said that private insurance 
will be able to broaden protection after it has 
achieved larger population coverage. Against 
this stands the fundamental and stubborn diffi- 
culty that, without subsidies or compulsions, open 
or concealed, voluntary insurance has to be sold 
ata uniform premium. Each increase in premium 
to broaden the scope of protection carries the in- 
surance beyond the means of some who should be 
insured. 

Unless the middle and lower income groups are 
subsidized so that their premiums can be reduced, 
or the insurance carrier is subsidized so that it can 
charge a uniform premium at a reduced level, vol- 
untary insurance will be unable to broaden both 
its population coverage and its scope of benefits. 
Solution by subsidy is not to be embraced lightly, 
since the needed subsidies would involve billions 
of dollars. 

Voluntary insurance plans not only fail to pro- 
vide adequate insurance protection but they do 





6 With 56 percent of the population covered, all private insurance benefits 
equal 16 percent of total private expenditures. With a proportionate increase 
of coverage to 75 percent of the population, insurance benefits would equal 21 
percent. This would be 26 percent of 80 percent of actual total expenditures, 
All these figures exclude the net cost of the insurance itself and do not allow 
for such increases in expenditures as would result from extension of insurance. 

-1’'Those in small establishments or self-employed, in rural and semi-rural 
areas, those with low earnings (white and nonwhite, aged persons, widows 
and orphans, unemployed and partially employed persons), those already ill 
or afflicted with handicaps, ete. 
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not, and apparently cannot, provide needed addi- 
tional financial support for personnel and facilities 
and for educational and related resources. They 
hinder at least as much as they help the develop- 
ment of group practice arrangements required for 
advancement of quality of care. They encourage 
segmented and categorical services, with excesses 
in various directions, rather than coordinated 
care. They impede as much as they support 
modern preventive medicine. They are inherently 
more expensive than comprehensive insurance can 
and should be. (See Appendix Note C.) And 
some of them encourage financial exploitation by 
practitioners and progressive commercialization 
of health services. 

Voluntary insurance has brought valuable par- 
tial insurance to many people. But to meet the 
national need, it would have to make herculean 
efforts, undergo drastic changes (involving readi- 
ness to change and widespread support of the 
changes from professional groups, employers, the 
public, and their governments), obtain about $7 
billion of additional premiums, and reduce net in- 
surance costs while at the same time undertaking 
increasingly difficult insurance functions. (See 
Appendix Note D.) 

The proper test of voluntary insurance is not its 
good intentions, its high sponsorship, nor yet its 
enrollment. The proper test is its achievement in 
providing comprehensive insurance protection, 
supporting needed resources for health care, and 
assuring ready access to medical services for the 
people who need it. By this test it is inadequate. 


5. The Recommended Pattern for Com- 
pulsory Insurance 


Compulsory insurance has the potential for that 
wider financing of medical and related health 
services which the Nation needs. 

Our recommendations for health insurance 
propose a national system with decentralized ad- 
ministration through the States. We would 
build on the framework of our national system of 
old-age and survivors insurance which now covers 
about 45-50 million jobs or 75-80 percent of all 
in the civilian labor force. With the same cover- 


8 For a more comprehensive discussion, see: Medical Care Insurance, A 
Social Insurance Program for Personal Health Services, by I. S. Falk et al. 
Report from the Bureau of Research and Statistics, Social Security Board, 
to the Committee on Education and Labor, U.8. Senate, July 8, 1946. Senate 
Committee Print No. 5, 79th Congress, 2d Session, 185 pp. See also H. R. 
54 (Mr. Dingell), 82d Congress, 1st Session. 


68 


age, plus dependents, and the readily added 
railroad and Federal employees and their depend- 
ents, the system would apply to about 85 percent 
of the population. The aged, the widowed and 
the orphaned receiving income benefits from the 
Federal insurance systems would have paid-up 
insurance for the medical benefits. The system 
could readily expand still further, and large non- 
covered groups could be made eligible for medical 
benefits through equitable payments on their 
behalf to the insurance fund. 

Within a pattern for comprehensive insurance, 
the initial benefits could be limited to one, two or 
three kinds of service, with others to be added 
later in successive steps; or they could be as broad 
as resources permit and become more compre- 
hensive as resources expand. We have thought 
the latter is the preferable choice. On this basis, 
the benefits would include the services of physi- 
cians and dentists—both general practitioners and 
specialists, general and special hospital care, the 
services of secondary practitioners, home nursing 
care, laboratory and related services, and pre- 
scribed appliances and medicines that are unusu- 
ally expensive. Initial limitations on _ benefits, 
compelled by shortages of personnel or physical 
facilities, would be reduced or withdrawn as 
rapidly as practical. 

All qualified practitioners and facilities would 
be eligible to participate, so that the benefits 
could be as comprehensive as the resources of the 
whole country permit. Assured payments for 
services would stimulate the expansion of needed 
resources. 

There would be special provisions to deal with 
shortages of personnel and facilities in rural and 
other areas,® and such special measures would be 
available even before the program comes into 
operation. There would also be annual grants 
from the insurance fund to educational institutions 
and maintenance grants to students, and similar 
support for basic and applied research.’? All of 
these would be financed by the insurance funds, 
not—as in some recent legislative proposals—by 
general tax revenues. 

Our recommendations include many explicit 
guarantees and protections to insured persons, 

9 Through financial guarantees, grants, and loans to encourage location of 
practitioners in such areas, to develop and maintain needed facilities, to 
provide mobile clinics and ambulance service, to train and retrain persons 
who undertake to work in shortage areas, ete. 

10 Grants for the educational activities, fixed at 1 percent of insurance bene- 
fit expenditures after the first year or two, would amount to about $50-60 


million a year. We have recommended an approximately equal amount for 
research. 


practitioners, hospitals, and other participants. 
These include, for example: the right of all quali- 
fied practitioners, hospitals and other facilities to 
participate and be paid for services to insured 
persons; the similar right of organized service 
groups and organizations that operate voluntary 
health service plans or health service insurance 
plans to participate; free choice of doctor, hospital, 
etc., by the insured persons; freedom of doctor, 
dentist or nurse to practice where he chooses; no 
intrusion into the management of hospitals; pay- 
ment to practitioners by the methods of their 
choice, and at rates sufficient to yield adequate 
annual incomes; full-cost reimbursement to hospi- 
tals; and preservation of the confidentiality of 
personal records. 

The national aspects of administration would be 
lodged in a national board and an Advisory 
Council located within the Federal Security 
Agency. These bodies would be concerned pri- 
marily with policy and allocation of funds to the 
States. Record-keeping, eligibility determination, 
and related operations would be performed by the 
Bureau of Old-Age and Survivors Insurance. 
Arrangements for benefits and their payment 
would be performed by State agencies (preferably 
the State health agencies); they would make the 
surveys of resources and needs, appoint staff, 
establish local health service areas, allocate funds 
to areas and services, make or approve contracts 
for services and payments, etc. 

At the local levels, administration would be in 
the hands of local administrative committees or 
officers assisted by local advisory committees, and 
both would be assisted by local professional 
advisory committees. 

The national board would administer benefits 
only when a State did not agree to undertake the 
responsibility or could not-carry out its agreement. 
This would be a Federal guarantee to the insured 
persons that they would receive a return in benefits 
for contributions paid to a Federal insurance fund. 


6. The Cost and Financing of National 
Health Insurance 


How much would the recommended program cost 
and how would it be financed? 

Starting from present expenditures for medical 
care, our cost estimates allow for two kinds of 
increases—(1) for more, better, and more compre- 
hensive services immediately and in the early 
years of insurance, and (2) for more and better 


services later, as resources are increased. As a 
result, the annual estimate for an initial year 
ageregates about 33 percent higher than current 
expenditures for the same kinds of services; a 
decade or so later, it is about 80 percent higher 
than those current expenditures. (See Appendix 
Note E.) These figures allow for continuation of 
recent trends with and without insurance, They 
could prove to be excessive, especially if the more 
effective development of preventive, diagnostic 
and therapeutic services reduced reliance on 
expensive hospitalization. 

We have estimated that, in each of the first 
years, the recommended program would require 
about 2 percent of national income; 10 or 15 years 
later, when the supply of practitioners, hospitals, 
and other resources and the effective demand for 
services have increased, it would take nearly 3 per- 
cent. We have proposed that it be financed 
mainly by social insurance contributions. With 
the present old-age and survivors insurance 
“ceiling” of $3,600, the estimates are equivalent 
to about 3.5 percent of covered earnings for the 
early years and to about 4.7 percent later. With 
a ‘‘ceiling’”’ of $6,000—more appropriate to present- 
day earnings levels—the costs are equivalent to 
about 3.1 percent at first and about 4.4 percent 
later. Dollar figures would vary with changes in 
coverage, prices, and earnings levels." Barring 
large or catastrophic changes in the economy, the 
percentage figures related to national income or to 
current earnings would be relatively stable. 

The insurance expenditures would in the main 
be substitutes for private expenditures. They 
would also relieve Government (at all levels) of 
many present tax outlays supported from general 
revenues. We have therefore proposed that the 
program be financed primarily from insurance 
contributions of 3 percent of covered earnings, 
supplemented by flexible but limited grants from 
general revenues—limited to amounts equal to 0.5 
percent of covered earnings at first, to 1.0 percent 
a few years later, and—if necessary—to 1.5 percent 
when the program approaches as full maturity as 
can be foreseen.’ The division of contributions 
between employers and employees could be in one 
proportion or another. 

With insurance premiums fixed as a percentage 


11 At 1951 price and income levels, these annual costs would be about $5.3 
billion at first and about $7.2 billion later on. 

12 There are also various technical reasons for these allocations, concerned 
with administrative effects of periodic changes in contribution rates, infla- 
tionary and deflationary effects of contributions from one source or another, 
accumulation of contingency reserves, etc. — 
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of earnings (up to a “‘ceiling’’), contributions would 
be reasonably related to ability to pay; and the re- 
sources of the insurance system would automat- 
ically adjust to income and price levels. Thus, 
with the help of a contingent reserve, the insurance 
system would be able to preserve financial balance. 

This insurance program would require increases 
in national expenditures for the kinds of services 
provided as insurance benefits, amounting at first 
to about 0.5 percent more of national income than 
in 1951 and later about 1.2 percent more. The 
insurance expenditures would still have to be sup- 
plemented by noninsurance personal expendi- 
tures—more at first when the insurance benefits 
are more limited, and less later on. Total expendi- 
tures for medical care and related health services 
would therefore probably be relatively larger than 
they are today. 


7. The Potentials of National Health 
Insurance 


From its very beginning, national health insurance 
could provide insurance protection against a large 
part of all the costs that are burdensome to the 
individual family. As personnel and _ facilities 
become more adequate, the system could provide 
something approaching 100 percent of the needed 
protection. It could do this for at least 85 percent 
of the population at the outset and closer to 100 
percent later on. 

At the same time, the insurance system could 
assure financial support for at least a minimum of 
essential personnel and facilities even in shortage 
areas, while supporting something approaching an 
adequacy level elsewhere. 

The insurance system could relieve Federal, 
State, and local governments of substantial tax 
loads for personal health services. It could thus 
augment the capacity of general tax funds to sup- 
port public health services, even while increasing 
the possibilities for lower tax levels. 

In addition, the insurance system offers a large 
new opportunity to improve the quality and effec- 
tiveness of medical care through at least four 
developments or extensions: 

(a) financial support of professional education 
and training, research, facilities and personnel, 
and group practice for diagnosis, treatment, and 
rehabilitation ; 

(b) new standards for facilities and specialists; 

(c) experimentation with methods of payment 
that encourage adequacy of care; and 
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(d) financial assurance of access to a general 
practitioner and, as needed, to any available 
specialist, laboratory, or hospital service. 
Finally, it could open a new chapter for progress 

in national health. The modern attack on pre- 
ventable morbidity and premature mortality 
demands easy access to the physician and, through 
him, to all the other resources of modern medicine. 
Comprehensive national health insurance could 
make this fundamental requisite of modern public 
health practical and real. 

The potentials of national health insurance can 
be realized whether the insurance system starts 
with a full spectrum of benefits or with only one, 
two or three and adds the others in successive 
stages, provided the design of the early stages does 
not compromise the ultimate objectives. 


8. What Is the Alternative to National 
Health Insurance? 


It is neither difficult nor dangerous to venture 
predictions of what’s ahead if we continue to rely 
mainly on voluntary insurance. 


Voluntary insurance of the kinds now pre- 
dominant will increase in population coverage, 
but—measured against the total need—will con- 
tinue to provide limited and meager insurance 
protection. 


Plans that furnish comprehensive protection 
will increase in number and coverage, especially 
under prodding from labor and management; 
but they will continue to be quantitatively 
upimportant. 


Well-organized group practice plans will again 
and again “demonstrate” their ability to pro- 
vide sensible and satisfying comprehensive 
services, to improve quality and adequacy of 
care, and to achieve professional and financial 
economies; and they will continue to be excep- 
tions if not rarities on the American medical 
scene. 


Shortages and maldistributions of personnel 
and facilities will continue, and may even 
increase.}% 


13 Under present-day voluntary insurance, there is relatively little aid from 
one area to another. Indeed, the areas least well equipped with medical re- 
sources are probably subsidizing the areas that are better off, because premi- 
ums tend to be uniform but benefit expenditures tend to be relatively lower 
where medical personnel and facilities are meager or lacking. And the con- 
centration of insurance coverage in metropolitan, urban, and suburban areas 
probably tends to augment—rather than to diminish—maldistribution of 
medical resources. 


Professional educational institutions will con- 
tinue to have inadequate capacity to produce the 
personnel we need and can support, and they 
will continue to struggle with recurrent or 
continuing financial crises. 


At the same time, we will have an ever- 
growing number of more or less separate and 
uncoordinated public programs financed by 
general tax revenue. They will seek—and they 
will find—tax support to provide services for 
particular population groups and diseases. 


Despite the counterpressures of tax-sensitive 
citizens, anti-tax-leagues, and similar groups, 
at least hundreds of millions and perhaps 
billions will be added to the $3.5 billion we now 
spend from general revenues for civilian public 
medical services and facilities. 


In short, I believe that in our high-level ex- 
panding economy, with our achievements in edu- 
cation, the public will increasingly demand and it 
will receive the benefits of modern medicine and 
public health measures, and adequate protection 
against medical costs. They will be served, be- 
cause they will be able and willing to pay the 
costs. If an adequate insurance approach is 
denied the public, I believe they will inevitably 
support expansion of the public services—just as 
the British public supported a national health 
service to supersede an inadequate insurance 
system. 

The pattern of social insurance is sound because 
it provides for common need while preserving and 
fostering the dignity and self-respect of the indi- 
vidual. Since most of our present public medical 
services are conditioned on a means test, they do 
not meet these criteria. Such a test cannot be 
avoided for those who need public aid for other 
necessities, but it should not be necessary for 
medical care alone. Without adequate insurance, 
I expect waves of public pressure that will dilute 
the means test and finally wash it out of our public 
medical services. There are some who would wel- 
come that course; but I believe the public would 
prefer to be served through contributory social 
insurance, with its built-in financial stabilities and 
its safeguards for those who provide and those 
who receive services. 

Thus, if we agree on the need for wider use of 
insurance in financing health services, we find that 
voluntary insurance cannot meet our national 


needs. We then consider voluntary versus com- 
pulsory insurance. But it soon becomes evident 
that this is the form in which the immediate issue 
is presented to us. For the long run, the choice 
before us is, rather: Shall we go forward relying 
mainly on contributory social insurance? Or shall 
we pursue a policy of supporting limited voluntary 
insurance and inviting expanded tax-supported 
public services? 


Appendix 


NOTE A 


The Responsibility of the Principal 
Medical Services for Variations in 
Costs 


The view expressed in the text is generally ac- 
cepted—that six kinds of medical costs create 
financial burdens and that insurance protection 
cannot be comprehensive and sure unless it applies 
to all six (physician, hospital, dentist, nurse, lab- 
oratory, and expensive drugs and appliances— 
the last probably accounting for about one-third 
of expenditures for all drugs and commodities). 
The historical proof of this view is little known, 
however, and may be worth review.“ 

An extensive study in 1928-31 showed that the 
average annual cost incurred privately for medi- 
cal care by an average family was $108. The 
average varied according to the level of family 
income, from $49 for families with less than 
$1,200 a year to $503 for those with $10,000 or 
more—from 5.9 percent of income at the lowest 
levels to 4.2 percent at the highest. 

The study showed that the five main groups of 
costs incurred at that time (those for physician, 


14 The Incidence of Illness and the Receipt and Costs of Medical Care Among 
Representative Family Groups, by I. S. Falk, M. C. Klem and N. Sinai. 
Chicago, 1933, pp. 215ff. Summarized in The Costs of Medical Care, by I. 8. 
Falk, C. R. Rorem and M. D. Ring, Chicago, 1933, pp. 122-134. 
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hospital, dentist, nurse, and medicines) were re- 
sponsible for 92 percent of the total costs, and 
that the first four, accounting for 79 percent of 
the total or $86 per family, were mainly responsible 
for the uneven and burdensome costs. 

If the total costs were to be made budgetable 
by the families, average costs had to replace indi- 
vidual costs for all four kinds of variable and 
burdensome costs. This conclusion emerged from 
a comparatively simple statistical experiment. 
For each family within an income group, the aver- 
age cost for each kind of service was substituted 
for the actual cost it had incurred during a year, 
and the resulting total cost for the family was 
measured against its income. In order for at 
least 90 percent of the families in the group to 
have costs that they could have managed within 
their annual income, average costs would have 
had to replace individual costs not for any one, 
two, or three, but for all four services. 

Illnesses involving hospitalization at one stage 
or other accounted for about one-half of all family 
costs. Averaging the costs for these illnesses, 
however, solved the problem for only 36-56 per- 
cent of the families (depending on the income 
level), because only about 20 percent of the fami- 
lies had hospitalized cases in a typical year. 

This analysis applied to costs incurred without 
group payment, and without allowance for the 
larger amount of care and the consequent higher 
total costs that presumably would be associated 
with comprehensive group payment. It may be 
assumed that the receipt of more comprehensive 
care than was actually obtained by the surveyed 
families, and the incurring of larger costs, would 
only have strengthened the conclusion. 

The total size and the composition of private 
expenditures for medical care have undergone 
some important changes in the past 20 years. 
[See below.] From everything we know about 
current costs and their impacts, it appears that if 
we could make a statistical analysis of private 
medical expenditures today, like that we made 20 
years ago, it would undoubtedly show that 
laboratory and related services and certain 
medically important drugs and appliances play a 
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larger role in causing uneven and burdensome 


Private Expenditures for Medical Care 


medical costs now than they did then. And it 1929 1983 1951 
would probably show that, if individual family Per capita expenditures-_-_-- $24. 83 $16.06 $58. 36 
costs are to be made budgetable and bearable, the Percent of: Y ; Hig 
averaging of costs has to apply to all six kinds of si wages Piet a Were ae 2 i 1 
we : : ersonal consumption ex- 
costs—physician, hospital, dentist, nurse, labora- penditures_______-__- 3.8 4,4 4,2 
tory and related services, and about one-third of Total personal income 
costs for drugs and appliances. These six ac- (before taxes) -------- 3. 6 4.3 3.5 
counted for about 80 percent of private expendi- Total disposable income 
(after taxes)ee os ah Uf 4.5 3. 9 


tures for medical care in 1951 (exclusive of the net 
cost of insurance). 


Changes in Total Expenditures 


Total private expenditures were about $3.0 billion 
in 1929. They declined to about $2.0 billion in 
1933, and then rose gradually but continually to 
about $8.8 billion in 1951. Per capita private 
expenditures were about $25 in 1929, they were 
down to $16 in 1933, and were over $58 in 1951. 
Despite these wide swings in absolute amounts, 
they have remained in relatively stable relation 
to potential paying power measured by national 
income, total personal consumption expenditures, 
total personal income (before taxes), and dis- 
posable personal income (after taxes). This is 
illustrated by the tabulation below. 


(Based on national data, Department of Commerce.) 


Note B 


Recent Trends in Hospital Costs and 
Insurance Protection 


Data are not available to measure to what extent— 
if any—the principal kinds of voluntary insurance 
are becoming more comprehensive in the insurance 
protection they furnish to those whom they insure. 
The following two tables were prepared from the 
limited data available with respect to hospitali- 
zation insurance only. The first table refers to 
Blue Cross plans; and the second to commercial 
group imsurance contracts. 


Blue Cross Hospital Insurance Enrollment, Premiums, Benefits and Protection: 1946-51 
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INDEXES 

USNC ys AE a 2 a a ee 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 
TES. Ue et 0S RE agape al eal a an 108. 0 112. 4 119. 2 124. 0 12170 107. 6 
Oo ee ee eee: See eee 135. 3 136. 2 135. 9 141.1 134. 0 98. 3 
UO4OS*9) ASA DT ee gle. S715) 140. 9 | 150. 6 154. 7 145. 6 103. 3 
19 [srs ee eg ee eneie ce ala 147. 2 | 151. 6 162. 2 LisS.\9 159. 8 105. 4 
A) ees es SRN oe tae 159. 0 167.5 176. 4 192. 7 174. 1 104. 0 


1 Average hospital expense per patient-day (col. 1) or average patient income per patient 
multiplied by average duration of stay in these hospitals. 























-day (col. 2) in general and special short-term nonprofit hospitals 
A.H. A. Hospitals, Administrators Guide Issue, June 1952, pp. 9 and 15 2 x 


2 Premiums and benefits divided by average enrollment (average of beginning and end of year). From Blue Cross Financial and E 
3 Total benefits divided by admissions per year. Admissions obtained by applying admission rates to average enrollment. magi ee 


Group Commercial Hospital Insurance Enrollment, Premiums, Benefits and Protection: 1946-51 









































Ratio of average 
if “AR Gogend| Aagpadent | Average roar | hpi fue | "Der need 
ear per case ! hospital case ! ance premium ? ser ter ee hospi Ge 
(4)+ (2) 
()) (2) (3) (4) (5) 
Percent 
terre ws cee a, ee I j $88. 35 $77. 09 $7. 06 $4. 94 6. 41 
Semmes Shik 3 OUTS ad) lea | 95. 42 86. 67 7. 92 5. 54 6. 39 
Brot Liasists ist ei! bee Si Salt 4 119. 51 104. 98 7.97 5. 58 5. 31 
MEE ent eee, DRI ie A rit E 121. 12 108. 64 8. 51 6. 33 5. 83 
EE SS eat Soe ek Be eel 130. 05 116. 89 10. 05 6. 90 5. 90 
a ee atin is ek ies a eeaate 140. 48 129. 09 10. 50 10. 13 isan 
INDEXES 
ree ee ee a ge te All end 100. 0 100. 0 100. 0 100. 0 100. 0 
a (eee Sense ts ANE IT 10) 2h INO 108. 0 112. 4 112: 2 112.1 99. 7 
An creeeeene eee EPC Peto ei 8 Ba 135. 3 13622 112. 9 113. 0 82. 8 
ig) eee ene ees Oe We Ae 2s lec Sh I 140. 9 120. 5 128. 1 91.0 
22S 2 ee eee ee ee 147, 2 Tot. 6 142. 4 139. 7 92. 0 
UCT ee Se ae ae eee arene 159. 0 167. 5 148. 7 205. 1 4122. 5 

















1 Average hospital expense per patient-day (col. 1) or average patient income per patient-day (col. 2) in general and special short-term nonprofit hospitals 
multiplied by average duration of stay in these hospitals. A. H. A. Hospitals, Administrators Guide Issue, June 1952, pp. 9 and 15. 
2 Premiums and average enrollment from Life Insurance Association of America yearly chart of Group Accident and Health Insurance in the United 


States. 


3 Based on estimates (Social Security Administration) for 1946-48 and on data furnished by the Health Insurance Council, representing the insurance com- 


panies, for 1949-51. 


4 Concerning these unusually high figures for 1951, account must be taken of insurance company operations at net lossin that year. See footnote 4in Note 


C, following. 


NOTE C 


Administrative Costs of Health — 
Insurance 


We have estimated that national health insurance 
would involve administrative costs equal to about 
5-7% percent of benefit costs..° Compare this 
with the net costs of voluntary health insurance 
in the United States: 





Net cost as percent of 
earned income 


1950 ! 1951? 

All voluntary insurance -_---_-_-_---- 23 19 
Toe a a 14 12 
(ell EM Goa’: Caan eee bel 12 10 
(UY EEG eS ge aa 22 16 
Independent plans_-_-__~_~---_-- 10 13 


15 Medical Care Insurance. A Social Insurance Program for Personal Health 
Services, by I. S. Falk et al, Report from the Bureau of Research and Sta- 
tistics, Social Security Board, to the Committee on Education and Labor, 
U. S. Senate, Committee Print No. 5 (79th Cong., 2d Sess.), July 8, 1946, 
185 pp. 


Net cost as percent of 
earned income 








1950 1 19512 

Commercial insurance_________-_-- 34 26 
(Smotin, eh. assed 0 Sey bey et ay 23 eval 
Individ 1a ee a a 47 48 








1 Social Security Bulletin, December 1951, table 3. 

2 Ibid, December 1952. 

3 This unusually low figure for this class of insurance may be peculiar to 
the experience of the year 1951. It may reflect unusually high ‘‘loss ratios’’ 
(i. e., benefit payments) rather than unusually low administrative and other 
operaticg costs. This is suggested by the available data on commercial 
group accident and health business (including wage-loss as well as medical 
benefits). The 15 companies with the largest amount of business in 1951 
account for 84 percent of total earned premiums. In 1950, their net gains from 
underwriting were 9.6 percent of earned premiums; in 1951, they were 2.8 
percent. Six of the 15, with about 45 percent of total premiums earned by 
the 15 companies, operated at a net loss; and their net losses equalled 1.2 
percent of their aggregate earned premiums, though in 1950 they had net 
gains of 6.0 percent. (Argus Casualty and Surety Chart, 1951, 1952.) 


Compulsory (social) insurance for medical costs 
could operate at lower administrative cost because 
it would have substantially no selling costs, no 
new costs for collection of premiums, no profits, 
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and no commissions for brokers, agents, etc.; it 
would need only a single contingent reserve, and 
it would build many of its administrative struc- 
tures on an existing, efficient, large-scale operation 
(OASI). 

If there is any doubt about the ability of Gov- 
ernment to administer compulsory insurance effi- 
ciently, at lower net cost than private competitive 
insurers, compare the net cost of 2.3 percent (and 
the 14,000 employees) for OASI with the net 
cost of 17.7 percent (exclusive of taxes) (and the 
345,500 full-time personnel) for the private life 
insurance industry ’—keeping in mind that the 
public and private systems are roughly of the 
same total size in value of life insurance protec- 
tion, the public system is vastly larger in annuity 
obligations, and the public system has to adminis- 
ter much more complicated insurance contracts. 


NOTE D 


Needed Changes in Voluntary Health 
Insurance, and Costs 


It may be worth noting more specifically just what 
voluntary insurance would have to do in order to 
meet the national need for medical-care insurance. 

1. With respect to coverage, it would have 
to reach not merely the 86 million persons re- 
ported as having some kind or amount of hos- 
pital expense insurance at the end of 1951 but 
a total of at least 125-135 million in the near 
future. To do this it would have to insure bad 
as well as good risks,’® and the millions not 
readily covered by group insurance or by any 
insurance. 

2. With respect to comprehensiveness of pro- 
tection, it would have to increase the range and 
content of benefits to more than three times their 
present scope, measured in dollar value. An 
increase in population coverage from the 1951 
average of 54 percent to (say) 85 percent would 
itself increase insurance protection from 16 


16 Annual Report of the Federal Security Agency, 1951, p. 38, or p. 22 of the 
annual report of the Social Security Administration, published separately. 
(The figure 2.2 percent in the official report—instead of 2.3 percent—is a typo- 
graphical error.) 

1” Life Insurance Fact Book, Institute of Life Insurance, New York, 1952, 
pp. 42 and 45. 

18 Those in small] establishments or self-employed, in rural and semi-rural 
areas, those with low earnings (white and nonwhite, aged persons, widows 
and orphans, unemployed and partially employed persons), those already 
ill or afflicted with handicaps, etc. 


percent to 25 percent of total private expendi- 
tures, exclusive of the net cost of insurance or 
from $1.35 billion to $2.13 billion. Protection 
against 80 percent of total private expenditures 
would require a further broadening of benefits 
by more than 200 percent. This would involve 
a fundamental change in the basic patterns or in 
the very nature of the principal insurance car- 
riers, and the coordination or integration of 
those that sell various limited-benefit policies to 
achieve an approach to comprehensive coverage. 

3. With respect to financing, it would have to 
mean the achievement of much broader, more 
secure, more stable, and more flexible sources of 
funds than are now used. Comprehensive 
insurance protection for 85 percent of the popu- 
lation would call for insurance benefits amount- 
ing—as a minimum—to about $5.8 billion at 
1951 levels (85 percent of $6.8—which is 80 per- 
cent of $8.5 billion), instead of the $1.35 billion 
actually paid out for medical care benefits by all 
private insurance carriers in that year. This 
means premiums equaling about $7 billion, 
instead of the $1.7 billion received by the 
insurance companies in 1951. With expansion 
of 25 percent in services (and costs) under com- 
prehensive insurance, it calls for benefit expendi- 
tures of about $7.25 billion. Using the 1951 
ratio of premiums to benefits (1.24), this requires 
premiums of at least $9 billion a year. With 
present patterns of financing, contributions from 
insured persons and/or employers would have 
to increase enormously, with additional enroll- 
ment per se providing only a very small part of 
the increase. 


NOTE E 


Methods Used in Estimating Costs for 
National Health Insurance 


The cost estimates for national health insurance 
were built up first by estimating the costs for each 
kind of benefit, moving successively from (a) 
present amount of services and present expendi- 
tures, to (b) expected increase in effective demand 
for services and in expenditures for each of the 
first years of insurance operation, and to (c) 
expected further increase in services and in costs 
in a subsequent year—5, 10, or 15 years later— 
after needed personnel and facilities have become 
available, the rise in effective demand has probably 


leveled off, and accumulated neglect no longer 
exerts large influence. 

At the outset, existing resources must absorb 
the expected initial rise in effective demand for 
service except to the extent that their capacity 
for service can be increased or improved in the 
pre-operating preparatory period and in the first 
years of operation. The initial and early year 
benefits have therefore to be limited in various 
ways and the costs cannot be as large as they 
should be.!® 

Later, when guaranteed payments for service 
and special measures to meet shortages and to 
correct maldistributions have had their effects, 
resources are assumed to have larger capacity, 
benefits are assumed to be free of many initial 
limitations, and volume of service and costs are 
estimated at a higher level. 

19 The recommended methods of paying for services pi otect against under- 
estimation of costs of the kind that occurred for certain services in the British 
National Health Service. Our recommended methods have built-in controls, 
somewhat like those in the British provisions for general practitioner (phy- 
sician) services—fo1 which the actual early-ye ir costs have been only a little 
higher than the advance estimates before their Act came into force. Their 
advance estimate was £31.5 million for the first 9 months of operation (equiva- 
lent to £42 million for a full yea); their actual expenditures were £23.8 
million. In thei: fourth year (1951-52) expenditures were £48.4 million. With 


allowance for growth of population, the last figure was 112 percent of the 
advance estimate for the first year (1948-49). 
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The initial estimates are about 33 percent higher 
than current expenditures for the same kinds of 
services or commodities, though the percentages 
vary among the benefits; the estimates for an 
operating period 5-15 years later are about 35 
percent higher than the initial estimates or about 
80 percent higher than current expenditures. 

Per capita insurance costs for initial and later 
years were developed in these ways, and were then 
applied to the estimated coverage of the insurance 
system, to give total costs. These, in turn, were 
applied to estimates of earnings that might be 
subject to insurance contributions (as in the case 
of old age and survivors insurance), to give the 
contribution rates. 

The detailed estimates were originally completed 
in 1946, at late 1945-early 1946 price and income 
levels. For more recent years, they have been 
revised by using indexes of changes in prices and 
incomes.” 

20 A detailed account of how the costs were developed is given in Medical 
Care Insurance. A Social Insurance Program for Personal Health Services, by 
by I. S. Falk, et al, Report from the Bureau of Research and Statistics, Social 
Security Board, to the Committee on Education and Labor, U. S. Senate, 
Committee Print No. 5 (79th Cong., 2d Session), July 8, 1946. The methods 
of adjusting the figures for price and income levels of more recent years are 


given in Cost Estimates for National Health Insurance, by I. S. Falk, Social 
Security Bulletin, August 1949 (Vol. 12, No. 8), pp. 4-10. 


THE POTENTIALS OF VOLUNTARY 
HEALTH INSURANCE 


GEORGE W. COOLEY 


Secretary of the Council on Medical Service 
American Medical Association 
Chicago, Illinois 


My topic is: What is the Need and Potential of 
Wider Financing of Health Care Costs through 
Voluntary Insurance, and the Implications of 
Using Voluntary Insurance. 

The costs of illness are uncertain, unpredictable, 
and untimely. Everyone recognizes this fact, but 
not everyone does something about it. The 
reason for this is that most individual or family 
expenditures for health care are in small amounts, 
$2, $5, or $10, and these are paid for as they occur, 
just as we pay for most of our routine living 
expenses. Aside from life insurance and home 
building, financial planning is usually reserved for 
such items as television sets, refrigerators, and 
automobiles which we know will be expensive; 
yet, serious illness may well be of the same cost 
or budget dimensions and should have a higher 
priority in family planning. There is, however, 
one great difference between the two: A person 
can postpone purchasing a new household appli- 
ance or car until he is prepared to meet the pay- 
ments; serious illness may come whether he is 
ready or not. 

While the occurrence of serious illness cannot be 
entirely reckoned in advance, its costs can be 
relieved by group action in which many families 
contribute to a common fund from which those 
who are ill may draw in time of need. The un- 
certainty of a large expenditure is thus replaced 
by the certainty of a small one—the regular pay- 
ment of an insurance premium. ‘This, then, is the 
basis for voluntary health insurance. It is a 
method of budgeting ahead to meet costly illness. 
It is a system whereby individual costs are spread 
over a period of time by a group of people who 
voluntarily band together to protect themselves 
against the economic burden of sickness. It in- 
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volves both insurance principles and an organized 
system of premium payments. It might be well 
here to review the accepted insurance principles.' 
Briefly these are: 


1. The risk must be subject to the laws of 
mathematical probability. In other words, it 
is necessary to be able to predict with a high 
degree of accuracy just how often the contin- 
gency insured against may occur. 


2. There must be an insurable interest. The 
person insured (in some instances, the person 
who pays the premium) must be involved to the 
extent that he will lose financially upon the 
occurrence of the event against which he wishes 
to be insured. 


3. There should be a large number of inde- 
pendent risks spread over a fairly large geo- 
graphic area. The diversity of risks is necessary 
so that there will be a reduced possibility that 
a majority of the persons insured in a single plan 
would become sick at the same time. 


4. The risk involved must be important to 
the insured party. If the contingency to be in- 
sured against is of little or no financial conse- 
quence to the insured, there is little need of 
carrying insurance on it. 


5. There must be an element of uncertainty 
as to the occurrence of the event. If a person 
knows in advance that an event is going to take 
place at a given time, such an event does not 
lend itself to the principles of insurance. 


6. The existence of the insurance should not 
have a tendency to increase the risk. This is 
sometimes referred to as eliminating the ‘‘moral 

1 Abstracted from: Fundamental Requirements of Insurance Applied to 
Voluntary Prepayment Medical Care Plans. F. G. Dickinson, Ph. D., 


Bureau of Medical Economic Research, American Medical Association, 
Chicago, 1947. 


hazard.”’ An example often used in fire insur- 
ance is that it is unsound economically to permit 
the owner of a building to insure it for more 
than its actual value. In fact, most fire insur- 
ance is written in amounts less than the actual 
cash value in order to encourage the owner to 
exercise the known safeguards to avoid the oc- 
currence of a fire. Carried into the realm of 
health insurance, the existence of the insurance 
should not increase appreciably the demand by 
the insured for health services. 


7. The risk must be measurable financially. 
This requirement has to do with measurement 
from the standpoint of cost rather than with 
measurement from the standpoint of the number 
of occurrences from within a given number of 
insureds mentioned in the first requirement. 
The measurement of cost is of extreme import- 
ance due to the direct relationship between the 
benefit and the premium. If the cost of the 
benefit is unknown, it is impossible to establish 
an appropriate premium. 


Within these principles—if we are to discuss 
financing through insurance rather than through 
taxation—consideration must be confined to those 
aspects of the health program or to those health 
services that are insurable. 

These are, in the order of their insurability: 

1. Hospital services. 

2. Surgical services. 

3. In-Hospital medical services. 

4. Obstetrical services. 

5. Certain necessary diagnostic services re- 
lated to medical, surgical, and obstetrical 
services. 

6. Home and office services, provided the in- 
sured is a co-insurer. 

When these six services are reviewed in the light 
of the seven principles of insurance, it is quite 
obvious that the first three conform much more 
closely than do the last three. The occurrence 
and cost of the first three services to the individual 
are uncertain, unpredictable, and untimely. They 
are also sufficiently undesirable from the indi- 
vidual’s (or patient’s) standpoint as to be little 
abused. Yet, for a given group of the population, 
i. e., a large number of independent risks, the 
occurrence of these services can be predicted with 
a high degree of accuracy. 

The fourth service, obstetrics, is sort of a hybrid, 
and while it does not conform with all of the prin- 
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ciples, it has been included within the scope of 
many plans, generally limited by a waiting period 
and sometimes by a maximum allowance. 

The fifth service, diagnostic in nature, is reason- 
ably insurable depending upon the closeness of its 
relationship to one of the first three services. 

The sixth service, home and office care, is insur- 
able only when the insured accepts responsibility 
for the routine calls for short-term illnesses, or 
when the nature of the illness or injury makes 
abuse of this service an unlikely prospect. It is 
probably cheaper for the individual to budget 
personally for the usual home and office calls for 
short-term illness or routine check-ups than it is 
to include them as a part of insurance benefits. 

This is a brief and limited review of insurance 
principles and their relation to voluntary health 
insurance, but to me it seems important to specify 
what services are being discussed when we talk 
about voluntary health insurance. Many people 
continue to measure or evaluate voluntary health 
insurance with a yardstick designed for something 
quite different. A full discussion of the subject is 
attached. It is a statement prepared by Frank 
G. Dickinson, Ph. D., Director ot the Bureau of 
Medical Economic Research, American Medical 
Association, and is entitled ‘‘Fundamental Re- 
quirements of Insurance Applied to Voluntary 
Prepayment Medical Care Plans.” 

Referring back to my subject—within these 
insurable benefits or services, where then is the 
need and potential? Need, it seems to me, is a 
very poor term to use. All of us have unsatisfied 
needs, probably for a myriad of services and things. 
Usually when need is discussed at some detached, 
faraway level, it becomes a subjective version of 
the rainbow’s pot of gold. Such goals, it is true, 
are often based on didactic ultimates or objectives 
of best intention but are rarely fitted to meet the 
realities of life, at least in a democracy. Within 
a democracy the people are expected to determine 
and fulfill the great majority of their own needs 
from their own resources. The individual family 
head has the privilege of deciding whether he shall 
buy a television set for pleasure or an automatic 
dryer to ease his wife’s labors; whether he shall 
spend his money on a car rather than on decent 
living quarters; whether he shall buy a “‘shot”’ of 
whiskey for himself or two quarts of milk for the 
children; or, in short, whether he shall buy 
luxuries instead of necessities. 

Need in our economy is generally determined by 
demand and, of course, accompanying the demand 
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must be a decision as to its relative importance as 
compared to the need or demand for other goods 
or services. With the amount of money spent 
each year on non-useful goods and services as com- 
pared with that spent on useful goods and services, 
there still remains considerable work to be done in 
the field of health education so that there is a more 
judicious exercise of individual decision. 

Returning to voluntary health insurance, then, 
what have the people of the United States shown 
that they want and are willing to buy? Here the 
American people have definitely voiced. their own 
needs as they see them. 

The early experiments in voluntary health in- 
surance can be traced back to the middle 1800’s 
and were concerned primarily with small isolated 
groups and with cash benefits for sickness and 
injury. The contribution of such experiments to 
present day programs and progress is too limited 
to be discussed here. 

The early medical society plans (many of which 
are now known as the Blue Shield Plans) and the 
early Blue Cross Plans entered the field with 
reasonably comprehensive benefits. They were 
the result of the depression years of the 1930’s 
and were specifically designed to meet the needs 
of the low-income groups. Over the intervening 
years, however, as their objectives changed to 
include wider and wider segments of the population 
(the middle income group, all groups, and finally 
individuals), their benefit scope was altered to 
meet the demands of the public. 

This was definitely a period of experimentation 


in which the prepayment medical and hospital 


plans slowly and sometimes painfully learned what 
benefits were insurable, the amounts or costs re- 
quired to carry these benefits, and the types of 
coverage the public was willing to buy. 

If the past ten to fifteen years of experimenta- 
tion in this field have shown anything, it is this: 

The great majority of the American people want 
to stand on their own feet and pay their own way. 
They have shown a willingness to pay for the 
costs of minor illnesses, the occasional house call 
or office call, and even for the ordinary diagnostic 
procedures. They learned of co-insurance through 
purchase of insurance on their automobiles and 
understand its extension into health insurance. 
At the same time, the widespread publicity given 
to the progress being made in medicine, particu- 
larly in surgery and the “miracle” drugs, has 
lessened the public’s fear of hospitals and opera- 
tions, and has resulted in an increased demand for 


in-hospital services, both medical and surgical. 
Here the costs have often been great and are 
likely to prove a real economic burden. To 
protect themselves against such serious economic 
loss, the great majority of our people have turned 
to voluntary health insurance. 

It seems reasonable to assume, then, that within 
the insurable benefits providable under voluntary 
health insurance, the public has voiced its needs; 
that is, it has shown what it wants and is willing to 
pay for. It wants protection against other than 
routine health care costs and is willing to pay for 
such protection. 

This is evident from the growth in voluntary 
health insurance over the past ten years.’ 

In 1941 it was estimated that 16 million 
persons had hospital expense protection. Today 
the number of Americans protected is over 
85,900,000, or an increase of 430 percent in ten 
years. 

The number of people in the United States 
covered by surgical expense protection (not in- 
cluding life insurance) is second only to the total 
persons protected against the cost of hospital care. 
When 1951 came to a close, over 65,500,000 
people were covered—an increase of 20 percent 
during the year and an increase of 770 percent over 
the number (7,500,000) protected in 1942. 

As of December, 1951, medical expense protec- 
tion covered over 27,700,000 persons—an increase 
of 28 percent over the previous December’s figure 
and 820 percent over the 3 million persons so pro- 
tected ten years ago. 

As a matter of fact, today and every working 
day, approximately 23,000 individuals in the 
United States are added to the rolls of those 
who protect themselves under voluntary health 
insurance. 

This is certainly evidence that the public of this 
country has, and is accepting, a voluntary method 
of protection against health care costs. The 
public is accepting it today more than during any 
other period in the years of voluntary prepayment 
development, and there is every reason to believe 
such acceptance will continue. 

I can recall, six years ago, when people in the 
voluntary health insurance field were speaking 
of a goal of 75 or possibly 90 million persons, 
while opponents laughed at the idea. Today 
with that goal reached and passed, opponents 


2'The enrollment statistics given here are from ‘‘The Annual Survey of 
Accident and Health Coverage ia the United States” by the Health Insurance 
Council, June, 1952. 


would still have us believe that the American 
people do not want voluntary health insurance, 
or even if they do want it, it is not good enough 
for them. ‘There is no sense in arguing with these 
opponents. Many of us didn’t learn the uselessness 
of argument with those who refuse to recognize 
the facts until we had listened to several United 
Nations television broadcasts in which, despite 
the facts laid before them, some delegates gave 
over and over again the same speech that had 
been rehashed a dozen times. The American 
people have shown what they want and will buy. 
Who knows the potential in number of persons 
covered? The potential increases as our popula- 
tion increases and will also increase as_ better 
coverage is made available through the voluntary 
plans. 

This growth in voluntary health insurance does 
not mean that any of the leaders in health insur- 
ance are satisfied to rest on such goals as have 
been gained. This is still a developing program, 
_ with experiments in process and other experiments 
- waiting to be started. 

The Blue Cross plans which have had singular 
success to date are still encountering problems. 
These are mostly problems of rising costs of 
hospital care, and therefore increased premiums. 
Three factors which influence costs are: 

1. Inflation. 
2. Inefficient management. 
3. Abuse and over-utilization. 

All of these are under study at present, either 
directly or indirectly, by the Commission on 
Financing of Hospital Care. 

The Blue Shield Plans are also continually 
faced with problems in their efforts to provide 
better benefits to subscribers. The problems 
here range from the provision of service benefits 
to a specified income group, to the provision 
of special benefits for long-term or prolonged 
illness or unusually costly, short-term illness. 

Private insurance companies are gradually 
offering better and better indemnity contracts, and 
are expanding both in regard to benefits and in 
numbers enrolled. 

Along with these three primary insurers are 
a variety of types of direct-service plans, such as 
the Health Insurance Plan of Greater New York, 
Permanente, and the farm cooperatives, all 
striving to develop programs designed to assist 
certain groups of the public in meeting health 
care costs. 

The potentials then concern all of these insurers 
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and must necessarily evolve as each completes 
present experiments and undertakes new ones. A 
second potential might well have to do with avail- 
ability of voluntary health insurance. Ten years 
ago coverage was not readily available in all areas 
of the United States. Private insurance com- 
panies had limited contracts which were available, 
but only to large groups, and therefore were con- 
centrated in the large industrial areas. Blue 
Cross was available in over forty States, but again 
usually only to the larger groups. Medical society 
approved plans had been organized in twelve 
States, but a number were not yet in full operation. 
Today voluntary health insurance is available 
throughout the entire Nation and is offered to 
the public by four general groups: These are: ° 


1. 104 medical society sponsored or approved 
plans (including Blue Shield) together with six 
Blue Cross or Blue Cross coordinated medical 
care plans, in all 48 States, District of Columbia, 
and Hawaii. 


2. 82 local Blue Cross hospital benefit plans, 
in the District of Columbia, Puerto Rico, and 
all States except Nevada and South Dakota. 
(This includes the six plans listed in Category 1.) 


3. More than 500 private insurance com- 
panies, offering both group and _ individual 
medical and hospital benefit coverage. 


4. More than 100 independent plans, includ- 
ing those sponsored by rural cooperatives, by 
industry, by employees, by union groups, etc. 
These plans are limited for the most part to 
the membership of the sponsoring group and 
are not open to the public at large. 


The combined efforts of all of these various 
groups have resulted in a public awareness of 
voluntary health insurance second only to the 
public acceptance of life insurance. 

Availability has not only been extended State 
by State, but it has also become more available 
to the citizens within each State. During the 
early experimental period most plans limited 
enrollment to groups, usually of 25 or more and 
sometimes of 75 or more persons. As experience 
developed, however, enrollment practices became 
more flexible. Today groups as small as five 


3 The following statistics are taken from ‘‘The Growth of Voluntary Health 
Insurance”’ by the American Medical Association, Council] of Medical 
Service, 1952. 
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persons are frequently accepted. Individuals may 
enroll during community enrollment periods or 
through such organizations as the Grange and 
Farm Bureau. Some plans even accept individuals 
without relation to a risk spread. Even age 
barriers, which have long been a problem, are 
being raised so that older people may enroll and 
may retain their protective benefits upon retire- 
ment. 

In view of these developments, it seems reason- 
able to assume that the availability of voluntary 
plans will continue to be extended in terms of 
both area and population. 

Another potential should probably have to do 
with coverage or benefits, which in turn may be 
discussed under the six items listed as insurable 
services. 


1. Hospital Services—The early hospital in- 
surance plans generally offered 21 days of 
hospital care per calendar year. Over the years 
of experimentation, however, this has increased 
to 30 days, 70 days, and now many plans pay 
benefits for over 90 days, and in some instances 
120 days. Many plans have also been expanded 
to provide the maximum number of days per 
illness or per hospital admission, rather than per 
calendar year. It seems reasonable to assume 
that, since 120 days’ care covers the great 
majority of hospitalized cases—99 percent 
according to one study—this will generally be 
offered by hospital plans in the future. 

The Blue Cross plans offer a variety of con- 
tracts but are generally assumed to offer 
service benefits. Barring a drastic change in 
conditions, it is likely that service benefits will 
continue to be offered, although a limited con- 
tract may also be available to those who prefer 
not to pay the service premium. I say “barring 
a drastic change in conditions,’”’ because service 
benefits were depression born for the purpose 
of providing hospitals with income, as much as 
to help the public meet hospital costs. Ward 
care was more prominent in early contracts than 
semi-private care, and the appeal for subscribers 
was made primarily to the “low-income group.” 
Today, of course, the situation is quite different. 
The demand for semi-private room accomo- 
dations seems to be increasing, with ward 
accomodations becoming both smaller and fewer. 
This trend, plus inflation and the rise in hos- 
pital costs, has resulted in ever-increasing 
monthly premiums. For hospitals, continu- 


ation of service benefits is a matter of paying 
costs. In 1950 the income of hospitals rose 
$1.09 per patient day, while per-patient-day 
expense increased $1.29 or a 20 cents loss 
differential.t To balance this becomes a ques- 
tion of raising premiums or collecting more 
money from patients. So far, premium in 
creases have prevailed but there may be a limit 
to the premium which is salable. 

Private insurance carriers are not likely to 
offer service benefits to any appreciable extent 
unless they are able to arrange necessary agree- 
ments with hospitals. As an alternative, how- 
ever, they have and are experimenting with a 
variety of coverages offering almost any reason- 
able per diem allowance desired, as well as other 
benefits payable on an unallocated basis. 

While the early hospital plans provided a very 
limited coverage for drugs and laboratory seryv- 
ices, the tendency now is to include almost 
everything, except the cost of the most expen- 
sive drugs. And, of course, the expensive drugs 
of today become the inexpensive drugs of to- 
morrow and will tend to be included, while 
other new costly drugs take their places. 

As far as hospital services are concerned, then, 
the potential is most flexible. The public will 
have a wide variety of choice, and individuals 
and families may protect themselves against the 
costs of the great majority of hospitalized cases. 
In view of the many experiments carried on at 
the present time, there is even much hope for 
the inclusion of protection against long-term hos- 
pital costs in the voluntary insurance programs. 


2. Surgical Services—Early surgical benefits 
were limited in a variety of ways: by waiting 
periods, waivers on certain existing conditions, 
and other limitations designed to protect the 
program against unknown risks. Again, as in 
hospital services, experience has brought about 
continued liberalization in surgical benefits. 
This is particularly true of group contracts, 
where today most plans have only what we call 
the “usual exclusions,” that is, services for 
industrial injuries or diseases for which Work- 
men’s Compensation laws provide; services that 
Federal, State, or local governments provide; 
and such elective services as plastic surgery for 
beautifying purposes. 


4 Dr. Charles Wilinsky, former president of the American Hospital Asso- 
ciation ‘‘Health Plans,’ September, 1951, published by Blue Cross-Blue 
Shield, Milwaukee 3, Wisconsin. 


Not only has the number of surgical services 
increased but so, too, have the allowances for 
these services. Where several years ago most 
plans had maximum allowances of $150 to $200, 
it is not unusual today to find maximums of 
$350 and $500. This, of course, increases the 
allowances or indemnities for all surgical serv- 
vices, and to some extent has made up for 
recent inflationary trends. 

As in the Blue Cross Hospital plans, a number 
of the medical society sponsored medical plans 


have, from their beginning, undertaken to pro- 


vide surgical benefits on a service basis. Some, 
like the Medical Society Bureaus in Washington 
State, have full service plans for all subscribers; 
others have established income limits below 
which the subscriber receives service benefits and 
above which physicians may charge their usual 
fees. At present there are 24 service plans, 59 
combination service-indemnity plans, and 27 
cash indemnity plans among the 110 medical 
socity programs.’ It seems reasonable to as- 
sume that the service feature will continue 
where it is now in operation, and it may even 
be accepted by other plans. 

The key here, is the income limit or limits 
adopted by the plans, as well as the adequacy of 
benefits in the light of such limits. The infla- 
tionary trend has caused the income limits set 
by many plans to fall far short of actually reach- 
ing the group or groups for whom they were 
intended. In other words, an income limit 
established ten, or even six years ago and which 
included, say, 50 percent of the subscribers, 
would quite likely include a much smaller per- 
centage today. To the subscribers this seems 
most unrealistic. But to the physicians, and 
particularly where the plans have either not 
raised their physician allowances or have done 
so only recently, it was only reasonable that 
people who were earning two or three times 
what they had been earning when the income 
limits were adopted, should now pay more for 
medical services. I would guess the primary 
difficulty has been the misinformation released 
concerning Mr. Average American’s prosperity. 
When you read that the average urban family 
earns $4,650, you don’t stop to think that a 
person who earns around $100 a week today is 
no better off than one who earned about $50 
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a week prior to World War II. I mention this, 
not as a criticism but because I really believe 
that those physicians who have opposed income 
limits have done so with what seems to them 
logical reasons. I believe that the future will 
bring a realistic approach to income limits and 
service benefits, but it may not come until we 
have a better understanding of the present 
inflationary trend. 


3. In-Hospital Medical Services—The inclu- 
sion of these services is a fairly recent develop- 
ment in voluntary health insurance. Usually 
a flat per diem, or a stipulated allowance per 
physician-call is provided for a specified num- 
ber of days. The per diem, the allowance, and 
number of days have all been increased as ex- 
perience warranted until at present it is usual 
to find allowances of from $3 to $5 per day for 
calls up to 70, 90, or 120 days. However, be- 
cause frequently the first few days are excep- 
tionally expensive, a number of experiments are 
being tried to provide a larger allowance for the 
first week and tapering off to the regular allow- 
ance. For the most part, allowances for general 
medical care in the hospital are adequate and 
will undoubtedly be altered if conditions 
warrant. 


4. Obstetrical Services—I shall not discuss 
obstetrical services in any detail. Most con- 
tracts provide a nine-month waiting period, 
although some have waived even this when large 
groups are involved or the groups or families 
have been insured previously. The above com- 
ments concerning service benefits are also 
applicable here. 


5. Certain Diagnostic Services Related to 
Medical, Surgical, and Obstretical Services— 
Diagnostic services per se are not normally in- 
surable risks, but when they are necessary as 
a part of in-hospital medical care, surgery, or 
obstetrics they may be and are frequently in- 
cluded. Usually a dollar limit is placed on the 
allowance so as to make possible the determina- 
tion of the premium. Among such services are 
X-ray, endoscopic examinations, electrocardio- 
grams, and basal metabolism tests. The allow- 
ances, while not always adequate, are a step in 
that direction. Just how far voluntary in- 
surance can go in this regard will depend upon 


§ Voluntary Prepayment Medical Care Plans (Charts and Graphs) Ameri- 
ean Medical Association, Council on Medical Service, 1952. 
234763—53 7 


experience. 
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6. Home and Office Services—The inclusion 
of home and office calls in voluntary health 
insurance has been the subject of much contro- 
versy. Actually, such services seem to be insur- 
able, provided the subscriber assumes the cost 
of the routine calls or the first few calls in any 
illness. After all, a $5, $10, or even $15 risk is 
hardly worth insuring, nor do most families need 
protection against such costs. 

At the American Medical Association we have 
an insurance program for employees which recog- 
nizes thisfact. It provides reasonably adequate 
protection when an illness or an injury requires 
treatment over an extended period. This plan 
pays $3.33 per office call and $5.00 per house 
call, beginning with the first treatment resulting 
from injury and the third call caused by illness. 
Benefits are payable for a maximum of 75 calls 
for any one injury or illness. For this the indi- 
vidual pays $0.83 per month, or for the family 
the premium is $2.50 per month. These amounts 
are, of course, in addition to the premium for the 
basic surgical and in-hospital medical benefits. 

It seems reasonable to assume that some such 
plan for home and office care, with a deductible 
or co-insurance feature, will be generally avail- 
able to groups and through individual enroll- 
ment programs. 

This, again, is but a brief review of those 
services generally accepted as insurable. How- 
ever, it should suffice to give some idea as to the 
potential for each service. 


In addition to the problems involved in insuring 
against the cost of these six services, voluntary 
health insurance plans have concerned themselves 
with special medical cost problems. One of these 
problems concerns long-term illnesses. Here nu- 
merous and varied experiments are under way. 

The California Physicians’ Service, for example, 
has introduced what it calls a “‘catastrophic”’ rider 
to its regular contracts, providing payment up to 
$5,000 or for a period of two years, whichever shall 
occur first, for medical care resulting from 23 
specific diseases. 

Other examples are the deductible plans that 
offer to pay for costs incident to health care on an 
unallocated basis up to a specified sum—$1,000, 
$3,000, $5,000, or even more—provided the sub- 
scriber pays the first $25, $50, $200, or possibly 
$500. All sorts of variations in this idea are now 
under experiment. Actually, since the percentage 


of subscribers requiring long-term care is small, it 
would seem that the best place for this type of 
coverage is as a supplement to the regular plans; 
that is, make the deductible sum large enough to 
start protection over and above the regular pro- 
tection. The additional premium would be re- 
duced, yet protection would be continued. There 
is little question but that the experiments in this 
type of long-term care coverage will yield sur- 
prisingly worthwhile results and will add to the 
strength of voluntary health insurance programs. 

So far in this statement I have discussed the 
need for voluntary health insurance in terms of 
what the public wants and will pay for, and have 
outlined what seems to me to be the potential as 
concerns the availability of and the benefits pro- 
vided by voluntary health insurance. 

In regard to the implications of financing health 
costs through voluntary health insurance, I should 
like to make but two brief comments. 

First, voluntary health insurance is in keeping 
with American tradition. It allows for free choice 
on the part of our people—a choice as to what, if 
any, type of protection they wish to buy—; it 
allows for the type of progress that only Americans 
have been able to attain through initiative, in- 
centive, and competition; and it allows for local 
experimentation with each such experiment con- 
tributing its best to the development of more 
adequate insurance programs. 

Second, the gains and progress in voluntary 
health insurance during the past few years should 
very definitely entitle it to an opportunity to 
work unhampered by disruptive activities of 
agencies of the Federal Government. 

It has not had this unhampered opportunity 
because every organization interested in assisting 
in the growth of voluntary health insurance has 
been besieged by propaganda, threatened with 
Federal legislation, and forced to devote both 
energy and money in defense, money which might 
better have been spent in new experiments and 
improvements. 

In concluding this statement, I should like to 
quote from the New York Academy of Medicine’s 
Committee on Medicine and the Changing Order, 
“Tt is on a voluntary basis that the great progress 
in medicine has been achieved in the past, and it 
is thus that continuance of progress can best be 
assured for the future.’’® 

¢ From “Medicine in the Changing Order”, Report of the New York 
Academy of Medicine and the Changing Order, p. 226. 
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I believe that public health and therapeutic 
medicine should be considered together. We in 
public health have many responsibilities which deal 
with therapeutics and medical care. 

For example, as State Health Officer, I operate 
six hospitals, build others, and operate about a 
hundred clinics, some entirely and some partly 
from State funds. The State Health Department 
purchases, as a third party, not only medical and 
hospital care but also appliances and expensive 

drugs. We operate medical care programs. We 

license hospitals and other types of medical 
facilities, and nursing and boarding homes for the 
aged. And in my State we spend over a half 
million dollars a year for training postgraduate 
physicians, nurses, and other personnel. 

It is time to remember that public health is not 
alone concerned with what is called the basic 
seven services, as has been set forth in ‘‘America’s 
Health”. Public health is concerned not only 
with the prevention of the onset of disease and 
with the promotion of good or optimal health, but 
also with the use of mass techniques designed both 
for the prevention and control of the progress of 
disease and its associated complications, and with 
the prevention of unnecessary disability and death. 

Public health, because of these changes, has 
brought about changes in the organization of new 
services which have come with it. And perhaps 
first we should consider the new programs which 
are coming into public health and which we must 
be prepared to handle in the future. The first of 
these are the chronic diseases, including cancer, 
heart disease, arthritis, and diabetes; the second 
is the promotion of the health of the aged; the 
third, accident prevention, which is one of the 
largest causes of death; the fourth, mental health; 
and fifth, the development of full-time local health 
units. 

Simultaneously, some of the older programs are 


continuing to expand, for example, (1) laboratory 
services, (2) health education, and (3) dental health, 
particularly fluoridation. In the meantime em- 
phasis on some of the programs is diminishing, such 
as (1) control of communicable diseases, (2) vene- 
real diseases, (3) tuberculosis, and (4) malaria and 
mosquito control. Thus, health departments are 
faced with the necessity of constantly evaluating 
their services so as to adapt them to meet changing 
needs. As new services are added, unfinished jobs 
must be continued in order to maintain the prog- 
ress which has been achieved. 


There also has been a changing pattern in the 
administration of Federal health programs. The 
past decade has brought many changes in the 
organization of health agencies within the Federal 
Government. Numerous bills have been intro- 
duced in Congress to effect further reorganization, 
in an attempt to bring together those agencies 
which are concerned with health programs. At 
this time I believe it is unlikely that the health 
activities of the military establishments will be 
separated from the Department of Defense and 
assigned to a civil agency. I feel it is equally 
improbable that the health activities of the 
Veterans Administration will be removed from 
that Agency. There is need, however, for some 
method of official and regular intercommunication 
between all those agencies as well as the health 
programs of such emergency agencies as the Civil 
Defense Administration and the Atomic Energy 
Commission. 

Since the passage of the Social Security Act in 
1935, the categorical grant-in-aid programs for 
health have grown in number. These grants have 
stimulated the development of special services, but 
at times have created an unbalanced program in 
that there are insufficient funds for general health 
work. In order to effectuate the objectives of 
these grants, it is essential that in all levels of 
government there be an effective general health 
program. Consideration, therefore, must be given, 
first, to the development of larger general health 
programs through increased grants-in-aid for this 
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purpose and, second, to the gradual combination, 
within general health, of these special categories as 
soon as they have furnished the necessary stimulus 
in the special field. Such a gradual transfer would 
still permit new categorical grants but the States 
and localities could plan a more effective and 
realistic approach. At the same time, the amount 
of official record-keeping which is required by the 
Federal agencies in order to convince Congress 
that funds are being spent for the purposes for 
which they are appropriated, would be greatly 
reduced. This combination of Federal grants-in- 
aid within a single general health program would 
be greatly enhanced if all health services were 
administered by a single Federal agency. 

There is even greater need for the reorganization 
of the administration of health services in State 
government. Unfortunately, in States the num- 
ber of agencies now concerned with State health 
programs has increased from a range of 6 to 18 in 
1940 to a spread of 7 to 32 in 1950. This dispersion 
has made coordination and integration of health 
programs more difficult. Following the example 
set by the Federal Government, many States have 
developed special commissions which are studying 
the structure of State government. The reor- 
ganization of health services in the State govern- 
ment cannot bring within one agency all of the 
activities in the health field. While some can be 
concentrated within the State health agency, 
others may still continue to be activities of special 
agencies or other departments, as they are in the 
Federal government. There is need of coordina- 
tion of all health programs, and some official 
method of intercommunication must be set up in 
order to avoid duplication and to offer full coverage 
of services. As new programs are added, their 
assignment should be carefully reviewed and made 
to existing agencies, rather than to create new 
units in State government to administer such new 
programs. 

Most States have broad representation in their 
health councils or boards of health; but some need 
representation of consumers as well as providers of 
health services. In many States there is an addi- 
tional need for the development of state-wide 
citizens’ councils composed of civic and profes- 
sional leaders whose sole interest is to improve 
health services. 

In addition, there is a need for reorganization of 
theadministration of local healthagencies. In 1950, 
1,540, or about 50 percent of the counties with a 
population of 106 million (70.7 percent), were 


served with health departments reporting full-time 
health services. Thus approximately 50 percent 
of the counties with 30 percent of the population 
had no full-time local health services. Unfortu- 
nately, because of the many vacancies in estab- 
lished positions, only 24 percent of the population 
had enough full-time public health physicians in 
1950 to meet the standards. Similarly, personnel 
needs in other groups, such as public health nurses 
and engineers, were also acute, so that only about 
one percent of the population received the services 
of adequately staffed local health departments. 

The greatest need in the United States is the 
development of all of these full-time local health 
departments. Usually a population of at least 
50,000 is the minimum which can afford to employ 
the necessary personnel. Since there are many 
local political jurisdictions which have insufficient 
population or insufficient financial resources to 
furnish their people with the desirable minimum 
health services, a pattern for the establishment of 
multi-county and town union health departments 
has been developed. In addition, there are many 
areas that have sufficient population and finances 
for a full-time health unit which are not reaping 
the benefits of modern preventive medicine and 
public health because of their lack of interest or 
lack of awareness of the benefits of a good health 
program. 

The development of full-time local health units 
should, therefore, be the prime responsibility, not 
only of the local government authorities but 
should receive direct stimulation of State and 
Federal governments. There is need for an inte- 
grated national program of health education and 
information geared with State and local programs 
for the creation of the necessary motivation to 
accomplish this objective. The national volun- 
tary organizations, such as the American Public 
Health Association, the American Medical Associ- 
ation, and the National Health Council, working 
with the Public Health Service and the State 
health departments and State voluntary agencies, 
can do much to promote the development and 
maintenance of full-time local health units. 

In estimating public health financial needs for 
the Nation, consideration must be given to: (1) 
the status of peace or war, (2) the Nation’s 
economy, (3) the impossibility of predicting epi- 
demics, (4) the occurrence of a civilian disaster, 
such as hurricanes, floods and droughts, and (5) 
the development of new drugs, new methods of 
procedure, and new knowledge in the fields of 


medical and social science and their application to 
the field of public health. With these qualifica- 
tions in mind, trends in expenditures of the past 
two decades might be extended to the next two. 
It seems improbable, however, that projection of 
these trends would be valid. Depending upon the 
data used, the analyst can predict future expendi- 
tures for health that are either fantastically high 
or ridiculously low. Since the expenditures for 
public health are dependent upon so many factors 
and since so many appropriating bodies are con- 
cerned, there is no way of actually estimating the 
future financial expenditures for health. 

One of the factors that will no doubt affect 
future expenditures for health is the demand for 
additional services which the public may make 
upon government. It may be expected, on the 
one hand, if there is a serious economic depression, 
that expenditures for all government services will 
be reduced. On the other hand, if people are 
not able to obtain necessary medical and hospital 
care jn a depression, there may be a public demand 
for government assistance to make hospital and 
medical care available to those in economic need. 
If such financial assistance is made available from 
Federal, State and local governments, it would 
seem natural that such assistance should go 
through existing Federal, State and local health 
agencies. 

If we do have a national catastrophe, we have 
on numerous occasions indicated to the hospitals 
and hospital associations the desirability of devel- 
oping a long-term plan for payment of hospital 
costs, so that we do not have a repetition in this 
country of what occurred in England where the 
hospitals were literally taken over by the Federal 
Government. 

In any health program, expenditures for medical 
and hospital care usually far outweigh expenditures 
for public health and preventive medicine, and 
yet, if the cost of hospital and medical care are 
to be kept at a minimum, it is only logical that 
all possible reasonable measures be taken for 
preventing illness and disability and for promoting 
optimal health. 

May I add that I feel the President’s Commis- 
sion on the Health Needs of the Nation has been 
spending too much time on the consideration of 
methods of determining the payment for sickness 
and not enough time on determining what meas- 
ures can be taken to reduce the risk of illness, if 
we are to have a good program to meet the health 
needs of the Nation. Any insurance company 
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would do anything it could to reduce risks. 
Why should we not then in this country do every- 
thing we can to reduce sickness and disability by 
promoting an optimal health program of the 
entire population? 

There are many aspects of public health con- 
cerned with reducing the expenditures for sickness 
and disability, but I am restricting my remarks 
to a few of these. 


(1) Prematurity. It has been mentioned be- 
fore that maternal and infant mortality is not 
an important index as to the health status of a 
community. Better than these data is neonatal 
mortality, and the greatest cause is, of course, 
prematurity. Some local health departments 
and State health departments have entered 
into the field of prematurity prevention. 
Through these programs, large expenditures of 
money may be saved since the cost of caring for 
premature infants is so expensive. 


(2) Accident Prevention. Accidents are the 
fourth leading cause of deaths of persons of all 
ages in the United States, and the most im- 
portant cause of death among children of school 
age. An accident prevention program can 
result not only in decreasing medical care costs 
but also in decreasing the additional costs to 
the community in terms of disability, welfare 
rolls, and decreased tax revenue. In Massa- 
chusetts we are developing special programs for 
the prevention of home accidents, not only to 
children but also to adults. 


(3) Early Case Finding. Because there are 
not enough physicians available to give every- 
one periodic physical examinations, it is neces- 
sary to utilize multiple screening tests which 
would pick up early conditions and result in 
sending persons with positive findings to their 
family doctor or to a clinic for a complete 
work-up and necessary early treatment. 


(4) The Aging Population. A condition 
which involves all of us is the fact that we are 
getting old. As the component of the popula- 
tion over 45 years of age increases, the amount 
of medical care that the population will require 
is increased. Little, however, is being done to 
teach the older person how to live, even though 
that person may have certain minor infirmities 
or disabilities. We should do everything we 
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can through positive educational programs to 
teach these people to keep well and on the job. 


(5) Home Medical Care Programs. A fifth 
method of reducing the cost of medical care, 
which is being resisted in many areas of the 
country, is home medical care. The hospital 
should be a community center from which flow 
not only preventive and health maintenance 
services but also home medical care. This 
would relieve the hospital of the burden of 
caring for persons who could be visited in their 
homes by the doctor, the visiting nurse, or by 
other medical and paramedical personnel. 


There is, therefore, a need in the United States 
for the development of a more intensive program 
for public health. It is impossible, practically 
speaking, to measure the true worth of optimal 
health, and yet the happiness, contentment, the 
readiness to meet an emergency, the high morality 
of the population, and the prevention of human 
suffering and unnecessary death, are rewards of 
an adequate program of public health services. 

With regard to Federal expenditures, of a total 
of $3,243.8 million expended by Government for 
health and medical services during the fiscal year 
1951, approximately one-third was spent by 
Federal agencies, and two-thirds by State and 
local government. Of the Federal expenditures, 
only about 8 percent were for public health pur- 
poses, the remainder being for medical and hos- 
pital care. Of the total expenditures for public 
health purposes in the country by government, 
the Federal disbursement was just over 10 percent, 
the remaining 90 percent being derived from State 
and local sources. 

For the fiscal year 1953 appropriations to the 
Federal Security Agency totaled over $314 million 
of which nearly $285 million was for the Public 
Health Service and approximately $30 million for 
the Children’s Bureau. Nearly two-thirds of this 
appropriation of $314 million is for grants-in-aid 
for which there is need for expansion. In addi- 
tion, however, the Public Health Service has 
certain needs: (1) expanded research in the 
development, demonstration, and pilot studies of 
new public health programs, and (2) increased 
staffing in not only its public health personnel but 
also in its clinical and field research staffs. In- 
creases in the Public Health Service must, how- 
ever, be balanced with the demands for increased 
finances and personnel in State and local health 


departments. Appropriations for the grants-in-aid 
administered by the Public Health Service have 
not as yet reached authorized maximums. As new 
erant-in-aid programs are authorized, such as 
chronic diseases, water pollution and occupational 
health, there is need for carefully balancing the 
new activities with the basic general public health 
services. 

Similarly, the grants-in-aid administered by the 
Children’s Bureau have not reached the author- 
ized maximums which on several occasions have 
been increased. Because of the increased birth 
rate, it may be expected that there will be further 
demands for additional services. Simultaneously, 
the Children’s Bureau will require assistance for 
the development and supervision of these new and 
increased activities. 

As far as State expenditures are concerned, the. 
State governments for the fiscal year 1949 ex- 
pended $944,677,000 for health purposes. Only 
16.9 percent was expended by public health agen- 
cies, the remainder being expended as follows: 23.9 
percent by departments of welfare, 28.3 percent 
by special boards or commissions, 10.3 percent by 
departments of education, and the remainder by 
other agencies. State health department expen- 
ditures increased from $45 million in 1940 to $159 
million in 1950, a percentage increase of 251 
percent. However, after allowance is made for 
increases in prices and wages, this increase was 
only 76 percent. The per capita expenditure for 
health by State government increased from $0.35 
per person in 1940, to $1.06 in the 1950 survey. 
This apparent increase of 203 percent, because of 
the factors cited above, is an actual increase of 
only 51 percent. About two-thirds of the expen- 
ditures of State health departments are derived 
from State appropriations, 21 percent from Public 
Health Service grants, 10 percent from the Chil- 
dren’s Bureau, and 2 percent from other sources. 
Analysis of these expenditure data reveals that 
there is considerable variation among the several 
States in both scope and intensity of their public 
health programs. 

While different patterns of public health are 
needed in different parts of the country and while 
it is well to have each State develop programs to 
meet its particular needs, the variation of expen- 
ditures for public health services is greater than 
can be readily explained by variations in health 
needs. Ohio, Iowa, and New Jersey had an 
expenditure of less than $0.50, whereas Rhode 
Island, Maryland, and Delaware had an expendi- 





ture of over $2. per capita. Any analysis of these 
differences must tale into consideration so many 
variable factors that, without detailed knowledge 
of each State, it is impossible to estimate whether 
the expenditures reflect superior, average, or 
inferior public health programs. In general, an 
analysis of the financial data of State public health 
departments and expenditures indicate: (1) the 
need for an integration of the public health pro- 
grams whenever possible in a single agency, as has 
been discussed before; (2) the need for study of 
the relative expenditures by the State health 
agencies and the local agencies to determine the 
proper apportionment of cost and responsibility 
as assigned by law and custom; and (3) an evalua- 
tion of programs and needs and of the development 
of some nationally accepted standards of State 
health services. 

State health departments need additional finan- 
cial support for: (1) financial assistance to local 
health departments; and (2) increased appropri- 
ations to meet the needs of the department, 
namely, (a) extension of programs, (b) intensifica- 
tion of existing programs, (c) needed salary in- 
creases, and (d) improvement of facilities. It may 
_ be estimated that an increase in appropriations for 
the decade ending 1959 may equal the $100 mil- 
lion, if based on the 251 percent increase which 
occurred during the past decade. 

Local expenditures should also be considered. 
In the United States Public Health Survey of 
1950, over $45 million was granted by State health 
departments to local health units. These funds 
were derived from Federal grants-in-aid to States 
and from State appropriations. Even with this 
assistance, amounting to less than $0.30 per capita 
on the average, there were still many areas which 
were either unorganized as full-time health de- 
partments or had inadequate staff, primarily 
because of lack of essential financial support. 

There was in 1949, and there will exist for some 
time to come, a need among local health depart- 
ments for extensive financial help. This is per- 
haps the greatest need in developing the program 
for the coverage of the entire Nation with full-time 
local health departments. 

In order to meet this need, the Local Health 
Services Bill was filed by Senator Saltonstall and 
others in 1947, and while this bill passed in the 
Senate through several sessions of Congress, it 
failed to be favorably acted upon in the House. 
If it is reintroduced and passed by both Houses, it 
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can materially assist by authorizing specific grants- 
in-aid to local health departments. 

Under this Local Health Services Bill the cost 
of Federal payments would be approximately 
$33% million. The estimated State and local health 
expenditures, in order to match the Federal ex- 
penditures under this bill, would be over $57 mil- 
lion. In many regions the local expenditures are 
far less than the amounts necessary to qualify for 
the Federal contribution. Such localities will have 
either to increase their local appropriations or 
depend upon a grant-in-aid from State appropri- 
ations. The $90% million total expenditure under 
this Bill assumes full coverage of the Nation by 
full-time local health units. This amount would 
not be required until the program is in full opera- 
tion, and it has been estimated that national cov- 
erage may not be achieved for at least a decade. 

The third great need in public health is person- 
nel. All levels of government are suffering from 
acute shortages due in part to an actual shortage 
of trained candidates and in part to low salaries. 

The Health Resources Advisory Committee of 
the Office of Defense Mobilization together with 
the cooperation of the Public Health Service and 
other agencies, in a survey made in 1951 and 1952, 
confirmed the known shortages of trained public 
health workers and also identified specific critical 
situations arising from new shortages. In 1951, 
10 percent of all budgeted positions for professional 
and technical personnel were vacant. Vacancies 
were most numerous in positions for physicians, 
nurses, and engineers. 

Of budgeted positions for physicians, 443 were 
vacant. There were 1,062 positions for nurses 
and 303 for sanitarians reported vacant. These 
vacancies in budgeted positions represent only a 
fraction of the total need. To bring existing local 
health departments up to minimum standards, 
there would be needed nearly 1,000 physicians, 
more than 10,000 nurses, and about 1,600 sanita- 
tion personnel, including sanitarians and sanitary 
engineers. ‘Tio extend basic minimum services in 
organized health units to the entire country there 
would be required another 1,600 physicians, 13,700 
nurses, and 4,000 sanitation personnel. 

The considerable numbers of public health per- 
sonnel reported as having commissions in military 
reserves or as liable to call under the amended 
Selective Service Act presents additional prob- 
lems. ‘These public health workers may well be 
lost to official health agencies because of the needs 
of the Armed Forces. There is little hope that a 
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greatly increased supply of public health workers 
will be available while the mobilization for defense, 
with its extensive manpower requirements, con- 
tinues. During the years to come, a demand of 
formidable proportions for trained public health 
personnel will build up, which even under the most 
favorable conditions will take years to meet. 

The immediate need for personnel calls for 
prompt action along the following lines: (1) 
examination of present programs to obtain maxi- 
mum use of personnel; (2) a national recruitment 
program designed to attract the most qualified 
personnel; (3) a review of professional and tech- 
nical positions in public health with the avowed 
objective of (a) making these positions a pro- 
fessional challenge and (b) financially attractive; 
(4) intensified programs of intra-mural and field 
training with assistance. to the training agencies, 
namely, the universities and public health depart- 
ments for this purpose; (5) provision for the 
transfer of personnel from one agency to another 
within the States and between States and the 
Federal Government, with a simultaneous transfer 
of such continued employment benefits as vaca- 
tion and sick leave allowance and seniority and 
pension rights; (6) the development of a medium 
whereby in times of civil disaster or war, public 
health personnel can serve their country in a 
position where maximum use is made of their 
abilities. This implies in many instances the 
development of devices for holding them in civilian 
public health agencies and recruiting new per- 
sonnel trained to replace them as they are called 
into active military duty. Whenever, because of 
essential needs, such public health personnel are 
retained in civilian positions, they should. not be 
deprived of promotional and retirement benefits 
in their civil service or merit systems. 

. Then there is the need for adequate public 
health facilities to be considered. Health depart- 
ments often can be found in either the attic or 
the basement of a public building, rarely in ideal 
quarters. Too often the component parts of a 
health agency are scattered in several buildings, 
thus making it awkward for effective and economi- 
cal administration, and for the citizen who seeks 
service from the health agency. Whenever pos- 
sible, health agencies should be housed in suitable 
quarters which are adjacent to other agencies con- 
cerned with health programs. Many State health 
departments are working under the disadvantage 
of inadequate quarters and inadequate facilities, 
and even more of the local health departments 


are finding themselves in dire need of adequate 
quarters. Under the Hill-Burton Program, local - 
health departments may receive assistance in the 
construction of health centers, and at times such 
health centers have been combined with local 
hospitals. However, under the present ruling of 
the Public Health Service, such assistance in the 
construction of State health department quarters 
is not possible except for such units as laboratories 
and clinics. Thus, States are not able to benefit 
in bettering their physical facilities. There is a 
continuing and increasing financial need of State 
and local health departments in the construction 
of proper housing and also in the purchase of 
new Office, clinical, and laboratory equipment. 

The analysis of the needs of public health 
programs would be incomplete without mentioning 
research. Although research in general is being 
considered in a separate presentation, that needed 
for public health is not primarily research in basie 
sciences and their clinical application but it is 
research in the utilization of this knowledge and 
prompt application in public health programs. 
Too often there is a lag between discovery and 
application of the new knowledge which costs the 
public untold suffering and premature deaths. 
Thus, there is now a need for the development in 
the United States of a center, such as the Com- 
municable Disease Center in Atlanta, for the 
investigation of public health methods of improy- 
ing the health of the older component of the 
population and of those who are chronically ill. 
This center, located in a large metropolitan area, or 
a recognized center of medical and public health 
education, practice, and research, could apply the 
developments in clinical and basic research which 
are being investigated elsewhere, as in the National 
Institutes of Health and other clinic and research 
centers throughout the country. There is far too 
little experimentation in public health procedures 
and methodology. 

In summary, public health practice has been 
rapidly changing in the United States because of 
the public demand for better services, the rapid 
development of the medical and social sciences, 
and the constantly changing population both as to 
age and distribution. As new programs are 
developed, old programs must be re-evaluated. 
Because of the dispersion of health services among 
many agencies in Government, there is need for 
coordination and reorganization. The greatest 
single need in public health is the coverage of the 
entire Nation with full-time local health units. 


The next years can be expected to bring increasing 
demands for additional health expenditures, par- 
ticularly for the development and maintenance of 
local health units. Another major need is for the 
recruitment, training, and retention of health 
personnel, and the maximum utilization of such 
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personnel in the highest professional capacity. 
The need for adequate facilities, including office, 
laboratory and clinic buildings, and equipment, 
will continue to increase. The final need is 
expanded research in the theory and practice of 
public health administration. 


UNMET NEEDS IN HOSPITAL SERVICES 


EDWIN L. CROSBY, M. D. 


Director, Joint Commission on Accreditation of 
Hospitals 
Chicago, Illinois 


The 6,832 hospitals of the United States spent 3.9 
billions of dollars in 1951 to furnish 474 million 
days of care to patients who were hospitalized and 
to provide approximately 50 million patient visits 
in their out-patient departments. 

The complexity of hospital problems has de- 
veloped because of the tremendous strides which 
have been made in medical science within the last 
decade. In addition, hospitals are striving to keep 
pace with advances which management has made 
through a scientific approach to their problems. 
Under difficult circumstances, hospitals have done 
an excellent job in keeping pace with advances in 
both medicine and industry. 

The problems of unmet needs in hospital finance 
are definitely related to the advances which have 
been made in raising the standard of living in 
America. The people of the United States have 
expected and received bigger and better achieve- 
ments. The impact of the television industry is 
an example of one development which has affected 
their living to a large extent within two short years. 
They are also expecting a growing and expanding 
hospital service. The hospitals of the United 
States have as their principal concern the care of 
the individual patient. Their purpose is to pro- 
vide good care for everyone. They have recog- 
nized their responsibility in developing a growing 
service. As the people have purchased televisions, 
they will certainly support additional expenditures 
for better hospital care. The hospitals will pro- 
vide this service economically and efficiently. 
Additional funds will be required so that the vast 
majority of the American people can pay the cost 
of this care and so that the funds thus provided 
can be spent for better and expanded hospital 
service. 


The following comments are based on knowledge 
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which is presently available and on programs which 
have been developed through the combined efforts 
of people and associations who are interested in 
this problem. Of necessity, some of these obser- 
vations will overlap discussions presented by other 
participants, but, insofar as possible, they have 
been limited to the hospital field. 


Need for Additional Income 


Hospitals should receive total cost for the services 
they provide. This cost should include deprecia- 
tion of buildings and equipment, research neces- 
sary in the management of the individual hospital, 
and education for the medical and paramedical 
groups. 


1. Recent reports have shown that approxi- 
mately one-half of the population of the United 
States is covered by some form of prepayment 
insurance for hospitalization. The hospital 
sponsored non-profit Blue Cross organization in- 
sures the majority of folks on a prepayment 
basis. Blue Cross has the philosophy of pro- 
viding service rather than indemnity payments. 
It should be stimulated to continue to grow and 
expand. Self-employed and other people not 
eligible for this type of prepayment insurance 
should have it made available to them. 

Efforts should be made to increase and expand 
Blue Cross on a voluntary basis within our vol- 
untary framework so as to narrow the gap be- 
tween patients who have difficulty in paying 
their hospital bills today and those who are 
entirely unable to pay their hospital bills. 


2. A program to provide payment of the 
total hospital cost for the lowest income and 
dependent groups should be developed. There 
is general agreement that persons who are 
receiving public assistance are the responsibility 
of the Government, which should pay cost for 
their care when they are hospitalized. 


Medicine has developed its own greatest prob- 
lem. In 1950, approximately one-quarter of the 
population was forty-five years of age or over 
and received approximately one-half of the medi- 
cal care provided. Using birth and death rates 
of pre-World War II and forecasting, it has 
been estimated that by 1980 about one-half of 
the population will be forty-five years or over; 
and, if they continue to receive the same amount 
of medical care that they are presently receiving, 
three-quarters of the care provided in that year 
would go to that age group. There is need for 
study and development of a program for 
paying the cost of quality care. 


Need for Additional Expenditures 


1. Funds made available through the Hospi- 
tal Survey and Construction (Hill-Burton) Act 
have already produced 1,000 new hospital facili- 
ties, with about 1,000 more in progress mostly 
in rural areas, throughout the United States. 

These funds have had a salutary effect on 
hospital operations since they have been ex- 
pended only through the development of state- 
wide progress by state authorities and through 
the stimulation of local sources to provide funds 
which were partially matched by Federal aid. 
This is a sound principle for dispensing Federal 
funds. 

This program should be continued. Studies 
are presently being conducted to determine the 
needs in urban areas, as well as in rural areas. 
Further consideration should be given to a 
higher priority for replacement and moderniza- 
tion of antiquated and inefficient hospitals in 
urban areas. 

In all planning for construction, careful atten- 
tion should be directed toward developing the 
hospital as the medical center of its community. 
In this way, new developments in medicine 
will be made available to the entire medical 
profession for the care of their patients, as for 
example, the greater utilization of expensive 
diagnostic facilities for ambulatory patients. 


2. The decreased average length of stay and 
the increased complexities of medical care have 
developed many probiems involving the utili- 
zation of personnel, both professional and non- 
professional, within the hospital. But hospitals 
are not bricks and mortar, they are people. 

Hospital personnel must be assured a living 
wage and security. The present low payment 
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for hospital employees is one important factor 
which has resulted in shortages and has created 
difficulty in recruitment. Additional funds to 
provide a living wage and security will assist in 
alleviating this situation. This would make it 
possible for them to be employed to advantage 
within the hospital to provide economically 
the quality of care which the people in the 
United States are expecting. This would also 
assist in the recruitment and education of more 
professional people in the paramedical fields 
such as nursing, dietetics, medical technology, 
physical therapy, and others. 


3. Integration of all hospital facilities within 
a geographic region is needed. Sixty-nine per- 
cent (69%) of the short-term hospitals of the 
United States have less than 100 beds—and for 
the most part are located in small towns and 
cities. The care which they provide within the 
area in which they limit their work, is in many 
instances as good as the quality of care provided 
in teaching hospitals today. Improvement can 
be accomplished through a program of integrat- 
ing the services of all hospitals—large and small, 
rural and urban. It can be achieved without 
endangering individual freedom and initiative 
by encouraging social responsibility in the local 
community. Through the process of education, 
hospitals and patients can be made to realize the 
importance of integrating the services of large 
and small hospitals. Funds will be required to 
do this well. 


aE inally, an unmet need of great importance 
is the provision of additional funds for research 
and study in hospital administration and man- 
agement. The hospital profession, in associa- 
tion with the medical profession and industrial- 
ists, would be enabled to study, evaluate, and 
apply information for the more efficient and 
economical utilization of personnel and supplies 
in the care of patients. 

Such problems as the following require con- 
sideration: 

What is the proper staffing pattern for good 
nursing service? 

How should the food service be organized 
to be more efficient? 

How should the small rural hospital be 
related to the large medical center hos- 
pital—and vice versa? 

What is the proper method of developing a 
hospital rate structure? 
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How should the patient with long-term 
illness be cared for? 


What are the minimum standards for good 
hospital care? 

How can the hospital participate in home- 
care programs? 


The American Hospital Association has plans 
for establishing an Institute which would carry on 
research and study and post-graduate education 
in hospital affairs. 


In conclusion, it is clear that the American 
people have already indicated their willingness to 
support good hospital care for the individual 
patient as evidenced by the fact that they have the 
best hospital care available. I should like to say 
that if the people of the United States will support 
an expanding and growing program of medical 
care in hospitals, both bed and ambulatory pa- 
tients, the hospital profession will provide the most 
economic and efficient service of the highest qual- 
ity for the patients they care for. 


FINANCING MEDICAL EDUCATION AND 
RESEARCH 


WARD DARLEY, M. D. 


Vice President, University of Colorado 
Director of University of Colorado Medical Center 
Denver, Colorado 


Any intelligent consideration of American medical 
education must be based upon an understanding 
of the manner in which our medical schools 
function and of the responsibilities which they 
carry. Thiscan be stated briefly as follows: 

First, the schools, along with the operation of 
classrooms and class laboratories, are intimately 
associated with the rendering of medical service 
and the conduct of medical research. These 
activities are essential components of their educa- 
tional programs, because they provide the frames 
of reference about which students can associate 
and organize the knowledge and interests that 
evolve out of formal study. If these frames of 
reference are to serve their purpose, they must 
make it possible for the students to assume 
responsibility for the care of patients and also 
for them to observe and often take part in the dis- 
covery and application of new knowledge. 

Second, our medical schools must be active 
at all levels of physician education. These are: 
undergraduate education (the four years leading 
to the M. D. degree), which is required of all 
physicians and is not offered by any institution 
except approved school of medicine; internships 
and specialty training, which, while available in 
non-medical-school-associated institutions, have 
become an essential activity of our schools; and 
finally, postgraduate education (educational activ- 
ity aimed at the physician in practice), which is 
steadily gaining in importance as a medical school 
responsibility. 

Third, the same educational, service and 
research personnel and facilities that are essential 
to the education of physicians are also necessary 
for the education and training of other health and 
medical people. In addition, the same resources 
are frequently needed in connection with the 
educational programs of non-medical-student 


groups. Consequently, a medical school, in 
addition to being responsible for the education 
of undergraduate medical students, interns, and 
specialty and postgraduate medical students, 
may find it necessary to assist with the education 
of dentists, nurses, veterinarians, biological and 
physical scientists, pharmacists, social workers, 
many categories of medical technicians, lawyers, 
clergymen, school teachers, and a miscellaneous 
assortment of college students. 

All of this can be put another way: Physicians 
form the core of this Nation’s health and medical 
resources. Our medical schools are indispensable 
to the education of these physicians. Physicians 
cannot carry their load of responsibility without 
competent teammates and helpers. It is in the 
interest of satisfactory service, then, that the 
education of a physician should take place side by 
side with these teammates and helpers; and all 
of this in the same environment in which the 
complete health team will ultimately function. 
This means that along with lecture rooms and 
class laboratories, medical schools must operate 
hospitals, clinics, and research laboratories, all 
of which, in addition to the education of physi- 
cians, are used in the training of many categories 
of health and medical service personnel. 

If the schools are to discharge this broad spec- 
trum of responsibility in an effective manner, they 
and their associated resources must receive ade- 
quate financial support. The balance of this 
statement represents an attempt to provide the 
uninformed with an understanding of the financial 
situation with which the medical schools are faced. 

Before getting into the details of this discussion, 
however, it is important to point out that, with 
the responsibilities and activities of our schools 
so varied, extensive, and complicated, the diffi- 
culties in cost accounting are such that any com- 
parison of costs between schools is most unsatis- 
factory and unreliable. This is particularly true 
when attempts are made to isolate and compare 
the costs involved in the education of any one 
category of students. As a consequence, the med- 
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ical school, rather than any one category of stu- 
dents, will be the focus of such consideration. 
This should not seem unreasonable, for, after all, 
it is the medical school about which the broad 
function of medical education revolves. It is this 
total function that is important, not any one small 
part of it! 

It is the opinion of all medical educators that 
the passage of time is steadily emphasizing that 
the financial support of our medical schools is 
inadequate, particularly if the health and medical 
service needs of this Nation are to be met in a 
manner that is consistent with our expanding body 
of scientific and social knowledge. There are two 
sets of circumstances that can be pointed out as 
being responsible for this situation. 

The first of these is hooked up with the simple 
fact of progress. Since 1920, phenomenal scien- 
tific advances have followed each other in rapid 
succession; to indicate afew: endocrinology, hema- 
tology, psychiatry, surgery nutrition, radiology, 
cardiology, and on down the line to such recent 
things as radioactive isotopes, the new antibiotics, 
and a better understanding of the virus diseases 
and the management of water and electrolyte 
balance. As far as medical education is con- 
cerned, these advances have called for complicated 
equipment, elaborate facilities, and more and bet- 
ter trained teachers. These advances have also 
called for improved teaching methods, the cul- 
mination of which has been reached in the full- 
time faculty; the teaching hospital, clinic, and 
laboratory; and the requiring of student responsi- 
bility in the care of patients and in the performance 
of research. All of this helps explain the nearly 
400 percent increase in the cost of medical educa- 
tion during the past 30 years.’ 

Progress has always been and always will be 
something to be reckoned with in educational 
effectiveness; but in a field as important as med- 
icine, it is essential that the gap between what is 
known and what is taught be kept as narrow as 
possible. At least, inadequate financing of the 
medical schools should not contribute unneces- 
sarily to the widening of this gap. But this is 
just the thing that is happening. 

In the period 1947-48, information submitted 
by the medical schools to the Surgeon General’s 
Committee on Medical School Grants and Finances 
indicated that the most significant unmet needs as 
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far as their educational programs were concerned 
were in those areas in which the greatest strides 
were currently taking place: psychiatry, public 
health, preventive medicine, rehabilitation, indus- 
trial medicine, and the sciences basic to medicine, 
particularly biophysics, biochemistry, physiology, . 
and microbiology. It should be of interest, then, 
to note that the expression of these inadequacies 
in terms of the annual financing needed for their 
correction approximated $30 million.’ 

The Association of American Medical Colleges 
is currently conducting a survey in order that the 
situation, as it existed five years ago, might be 
re-appraised. So far, fifty-four schools have been 
heard from, and it appears that, while some im- 
provement is in evidence, the same general prob- 
lems persist. The schools’ inadequacies include 
the same areas that have just been enumerated; 
and when these inadequacies are again translated 
into the annual amounts needed for their correc- 
tion, an average of approximately $250,000 per 
school is found. If this figure holds as the average 
for all schools, the total needed will stand at ap- 
proximately $20 million or $10 million less than 
that needed in 1947-48. 

The last educational number of the Journal of 
the American Medical Association points out that 
in 1952-53, the medical schools of this country will 
receive $45 million more for their instructional 
programs than was the case in 1947-48.4. With 
this increase in sight, one might well wonder why 
the inadequacies that were so apparent in 1947-48 
still appear to be interfering with the effectiveness 
of the work of the medical schools. In the first 
place, in five short years the wheels of progress 
have ground out advances in cardiac diagnosis and 
surgery, radioactive isotopes, and the adrenal 
hormones. Any medical school adjusting its 
physical plant, equipment, and personnel to these 
advances will find itself adding many thousands 
of dollars to its capital expenditures and annual 
operations. 

To progress must be added the second set of 
circumstances which help explain the financial 
difficulties of medical education and also help 
explain why the addition of $45 million of medical 
school income for the current year has not cor- 
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rected the situation as it existed five years ago. 
The circumstances referred to here are those that 
have to do with our general economic situation— 
inflation, high taxes, and low interest rates. 

Before enlarging upon economic trends as a 
factor in the under-financing of medical education, 
it is important to realize that there are two types 
of medical schools: first, those sponsored by State 
and city universities; and second, those sponsored 
by privately incorporated universities or those 
that in themselves represent private corporations. 
It is also important to remember that all income 
for all schools can be classed as coming from 
student tuition and fees, gifts and grants, interest 
from endowments, transfers from general univer- 
sity funds, and appropriations from State or city 
governments. In general, the publicly supported 
institutions derive the largest share of their income 
from appropriations; those that are privately 
supported, from gifts, grants, and interest from 
endowment. 

The fact that since 1939 inflation has resulted 
in the near doubling of the cost of living has, of 
course, had an equal effect upon the financing of 
all schools. The other economic factors, however, 
have had a more selective effect upon each type 
of school. 

In the case of the publicly supported schools 
(data based on 29 of the 31 four-year schools), 
while income from tuition, gifts, grants, and 
endowment is important, support from city or 
tax funds supplies the major share of the financing. 
In recent years, however, significant shifts in the 
relative importance of these various sources of 
income have taken place. Between the years of 
1940-41 and 1947-48, the gross income from 
tuition increased slightly; that from gifts, grants, 
and endowments showed a slight decrease, while 
that from appropriations increased markedly. 
Percentagewise, all sources of income decreased, 
except that from appropriations which increased 
over the eight-year period from 50 to 76 percent.° 

The situation for the privately supported 
institutions (data based on 37 of 43 four-year 
schools) is radically different. In 1940-41, tuition 
and fees, grants and gifts, and income from endow- 
ment constituted the main sources of income. 
The shift in the relation of these income sources 
over the next eight-year period is of significance, 


5The Surgeon General’s Committee on Medical School Grants and 
Finances. Medical School Grants and Finances. Part II. Financial 
Status and Needs of Medical Schools. Public Health Service Publication 
Number 54. United States Government Printing Office, 1951. 


95 


in that while all revealed a considerable gross 
increase, each decreased precipitously as far as its 
percentage proportion of total income was con- 
cerned. It is of particular significance to note 
that in 1941 about 35 percent of the income came 
from endowment interest. By 1948 this dropped 
to a little over 20 percent—and this in spite of an 
increase of 21 percent in endowment capital. 
Another point of significance is the increase in the 
relative importance of transfers of monies from 
university general funds. In 1941, mcome from 
this source was of no particular moment, but it is 


- apparent that by 1948 the decreases just noted 


were being made up largely by such transfers—an 
approximate gross increase of from one to eight 
and one-half million dollars and a percentage in- 
crease of from 7 to 34.° This is creating serious 
financial problems for many universities.’ 

What all of this means is that, as things now 
stand, the publicly supported schools must depend 
more and more upon the appropriation of public 
funds. As far as the privately supported schools 
are concerned, present trends are such, that as 
income falls short from tuition, gifts, grants, and 
endowment, their only alternative is to continue 
the depletion of their university facilities by asking 
for larger and larger transfers of general funds. 

The final section of this statement will deal with 
possible ways and means of alleviating the financial 
problems of the medical schools. 

Economy would always be considered as a means 
of relieving any type of financial pressure. It 
must not be forgotten that most of our medical 
schools have been practicing rigid economy for 
many years. In fact, it has been the need for 
rigid economy that has prevented many schools 
from instituting needed teaching programs and 
innovations. 

Aside from economy, the only other way of 
improving any financial picture is to consider ways 
and means of increasing income. As far as medical 
education is concerned, there are seven sources of 
income that can be considered: 


1. The medical schools might realize a profit 
from the sale of medical and hospital services. 
Very few schools are in a position to do this. 
From the practical standpoint, the medical prac- 





6The Surgeon General’s Committee on Medical School Grants and 
Finances. Medical School Grants and Finances. Part Il. Financial 
Status and Needs of Medical Schools. Public Health Service Publication 
Number 54. United States Government Printing Office, 1951. 

7“Financing Medical Education,’ a statement by the Commission on 
Financing Higher Education, May, 1951. 
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tice laws of most States provide that a charge 
by an institution for medical or surgical services 
is unlawful. From the philosophical stand- 
point, most medical educators feel that the 
schools’ primary business is research and educa- 
tion, and to direct their efforts in the direction of 
conducting a competitive business enterprise 
would detract from these main objectives. 


2. The medical schools could improve their 
financial structure if they could be relieved of 
the necessity for contributing to the financial 
support of teaching hospitals and clinics. The 
functional overlap between medical teaching 
and medical service creates financial problems 
for many medical schools and their teaching 
hospitals. The financing of both could be con- 
siderably improved if the communities which 
benefit would provide more completely for the 
service phase of the medical schools’ responsi- 
bility, particularly for the indigent patient load, 
which is so importantly involved. Difficulties 
concerned with cost accounting make it impos- 
sible to arrive at a figure which indicates the 
extent to which universities and medical schools 
underwrite the cost of operating their service 
facilities, but it is generally agreed that in the 
ageregate, the money involved amounts to sey- 
eral million dollars a year. The study conducted 
by the Surgeon General’s Committee on Medical 
School Grants and Finances indicated that for 
the year 1947-48, at least $3 million additional 
income would have accrued to the forty-six med- 
ical schools if their communities had provided 
for the complete support of the teaching hos- 
pitals.® 


3. The medical schools could improve their 
financial structure if they could more nearly re- 
cover the cost involved in the operation of their 
research programs. 

So far in this statement the financing of re- 
search has received very little attention. This 
is not to be taken as an indication that research 
is an unimportant medical school responsibility. 
Research is just as important a frame of refer- 
ence for an educational program as is medical 
service. An understanding and appreciation 
of the manner in which new knowledge is dis- 
covered is just as important as is the under- 
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standing and appreciation of the manner of its 
application. If education for medicine is to be 
of maximum effectiveness, the student’s respon- 
sibility in research is just as important as is his 
responsibility in service. 

World War II and the struggles that are fol- 
lowing in its wake are emphasizing the important 
part which research is to play in our national 
survival. As a consequence, research has 
rapidly assumed a place of first importance as a 
responsibility of our medical schools. These 
programs are important not only because of the 
new knowledge they uncover, but also because 
they provide a vehicle that is necessary for the 
education of physicians and medical scientists. 

Between the years 1940-41 and 1952-53 the 
funds for research that will accrue to the medical 
schools will have increased from $3,500,000 ® to 
over $33,000,000." This growth of research, as 
important as it is, is greatly complicating the 
financing of our schools of medicine. This is 
because of the fact that research grants fall far 
short of meeting the total cost involved. The 
difference must be financed by the schools. 
Here again, difficulties concerned with cost ac- 
counting make it impossible to determine the 
extent to which medical school finances are 
obligated, but it is certain that in the aggregate 
the amount comes to many millions of dollars 
a year. 

Before leaving this question, it is important 
to point out another problem that comes out 
of the grant method of research support. Most 
research money comes to a school of medicine 
in the form of grants for specific pieces of re- 
search. ‘The majority of these grants are made 
upon a year-to-year basis and can be discon- 
tinued at any time. As a consequence, most of 
the needed scientific personnel are employed for 
an indefinite period of time. This means that 
the security of these people is quite inadequate. 
If a school attempts to meet the situation by 
guaranteeing permanent employment, the re- 
sultant gamble that the necessary funds will 
materialize stands as an obvious threat to the 
long-range security of the institution’s other re- 
sponsibilities. The additional faculty which 
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the system of research grants has made possible 
is an important factor in increasing the teaching 
effectiveness of our schools. If anything should 
happen to cause the schools to lose the services 
of these people, the results upon the average 
teaching and research program would be 
serious. 


4. The medical schools might improve their 
financial structure by increasing tuition charges. 

The changing part that tuition income has 
been playing in the picture of medical school 
financing has been discussed previously. 

Any individual planning his finances for the 
study of medicine must take three things into 
account: the cost of living, the number of years 
involved, and tuition and fees. 

The problems peculiar to living costs are self- 
evident and require no elaboration. 

The time involved in completing the formal 
part of medical education deserves discussion. 
The minimum is eight years—three years of 
college, four years of medical school, and one 
year of internship. The time bas come, how- 
ever, when this minimum of eight years is not 
adequate. As a consequence, most physicians, 
on the completion of their internships, must 
plan to prepare themselves for one of the 
specialties or to take special training for general 
practice. This requires an additional training 
period of from two to five years. During the 
periods of intern and specialty training, the 
trainees are paid small salaries which rarely are 
adequate for complete support. Thus, the com- 
bination of increased living costs and the need 
to meet these costs over a period of from eight to 
thirteen years is something to be reckoned with. 

Tuition, as compared with the total cost of 
obtaining a medical education, is of relatively 
minor importance; but since it represents an 
absolute cash outlay that must be taken care 
of at regular intervals during the four years of 
medical school, its payment stands out as a real 
item of expense. The average student fee for the 
current academic year for all schools will be 
$623. This will be an increase of 165 percent 
over the average fee paid in 1939-40." 

Because of the fact that tuition increases are 

beginning to call for corresponding increases in 
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scholarship funds, practically all medical educa- 
tors feel that tuition as a source of medical 
school income is beginning to reach the point 
of diminishing returns. 

Finally, it should be pointed out that high 
fees, along with high living costs over so many 
years, are discouraging many well-qualified 
students from attempting the study of medicine. 


5. Medical schools might improve their fi- 
nancial structure by obtaining larger appropria- 
tions from city and State governments. Tax- 
supported institutions have been receiving very 
significant increases in support from this source, 
and undoubtedly such increases will continue. 
It must be remembered, however, that a rubber 
band can stretch just so far; and with Federal 
and earmarked taxes interfering more and more 
with the general financing of many of our States 
and cities, the question of how much further a 
community can go in supporting its medical 
school is beginning to be a source of serious con- 
cern in many areas. A few privately sponsored 
medical schools obtain a portion of their support 
from city or State tax funds. The extension of 
this practice to more of the private schools is 
something to consider. 


6. Medical schools might improve their fi- 
nancial structure by obtaining more and larger 
gifts, grants, and endowments. 

As pointed out previously, this type of income 
has been of particular importance in the support 
of privately operated institutions. The manner 
in which relative income from this source has 
been diminishing during the past few years, has 
also been discussed. One additional point, 
however, needs to bemade. Many gifts, grants, 
and endowment funds are given to schools of 
medicine with the stipulation that they be used 


_ to finance specific purposes or programs. 


In the year 1947-48, half of the endowment 
funds of sixty-four medical schools were so re- 
stricted.!2 While income restricted to a specific 
purpose may frequently fit into a medical 
school’s regular program and thus be entirely 
satisfactory, there are many instances where it 
would be much better if restrictions had not 
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been imposed. It is therefore important that 
as donors make gifts to schools of medicine, no 
limitations upon their use be imposed. 

The recent activities of the National Fund for 
Medical Education and of the American Medi- 
cal Education Foundation in raising funds for 
medical schools are of significance, not only in 
that they represent an effort to interest the gen- 
eral public in contributing to the support of 
medical education, but also in that these funds 
are to be given to the schools to be used in any 
way they think best in the interests of strength- 
ening their instructional programs. 


7. The financial structure of medical schools 
might be improved by subsidy from the Federal 
Government. 

Federal Government subsidy has been given 
serious consideration as a means of adding to 
the support of our medical schools. At the 
present time, Federal funds, through the medium 
of the Morrill Act and from grants from several 
of the National Institutes of Health, are of 
considerable assistance to many schools. 

While university and medical school authori- 
ties are by no means in agreement regarding 
further Federal aid as a matter of principle, it 
is probably safe to say that there is agreement 
to the effect that if Federal aid should material- 
ize, it must be set up so as to provide sufficient 
funds upon a continuing basis, free of control, 
so that each school can maintain a hard core of 
security for its essential teaching, research, and 
service programs. It should be obvious that 
the preparation and passage of an Act that would 
satisfy both the Federal Government and uni- 
versity and medical school authorities as to 
these ‘‘musts’’ will be no small task. 

It is not the purpose of this statement to 
discuss the arguments for or against the prin- 
ciple of Federal subsidy. The idea is mentioned 
here only to complete the survey of the various 
possible ways and means of improving the 
financing of medical education. 


Before closing, it is important to point out that 
failure to give detailed consideration to the ques- 
tion of the expansion of our medical schools or to 
the addition of new ones has been deliberate. 
All medical educators feel that before such steps 
are given broad or intense consideration, the basic 
structures of the existing schools and educational 
programs should be properly strengthened through 
the provision of adequate financing. This is not 
to be taken, however, as a failure to recognize 
the need for expanded and new facilities. As 
evidence of the realization of this need, it can be 
pointed out, that in spite of financial vicissitudes, 
during the past ten years the freshman enrollment 
in the medical schools of this country has been 
increased by a little over one thousand.” This 
is equivalent to the first-year classes of ten aver- 
age-sized medical schools. In fact, the figure 
takes into account three new schools that have 
been approved since 1942. Most medical edu- 
cators believe that if sufficient funds for all 
medical schools could be made available, con- 
tinuing increases in their enrollments, consistent 
with high quality education, will rapidly catch 
up with the need; particularly if to this can be 
added the enrollment of the new medical schools 
that will undoubtedly evolve if they, in turn, can 
be assured of proper continuing financial support. 

The chief purpose of this report has been: 
(1) to provide the uninformed with a general 
conception of the place that medical schools must 
play in the broad setting of medical education as 
an important function of our society; (2) to point 
out that inadequate financing is preventing the 
schools from realizing the potential of which they 
are capable; (3) to explain the principal reasons 
for these financial difficulties; and (4) to outline 
the possible ways and means that can be explored 
if efforts to strengthen our medical schools are 
to be given serious consideration. 
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FINANCING DENTAL SERVICES 


C. WILLARD CAMALIER, D. D. S. 


Pasi President, American Dental Association 
Washington, D. C. 


Several official statements by the American 
Dental Association were presented to the 
Commission on the Health Needs of the 
Nation by Dr. C. Willard Camalier at the time 
of the Panel on Financing a Health Program. 
The statement Recommendations for Ex- 
perimental Prepayment Denial Plan' by the 
Council on Dental Health of American Den- 
tal Association is given here. 


The past decade has witnessed many changes in 
the economic and social lives of the American 
people. Among other things, these changes have 
affected the fields of health, hospital, medical and 
dental economics. Voluntary nonprofit prepay- 
ment hospital plans have had a phenomenal 
growth during this period, and recently we have 
seen a similar development of plans for prepay- 
ment medical care. The growing demand for a 
wider distribution of health services has had its 
reaction in many interested groups and agencies, 
both public and private, as well as in Federal and 
State legislative bodies. 

Dentistry is assuming an important role in 
contributing to the health of the public. The 
dental profession is concerned with the develop- 
ment and elevation of its standards of service. 
The profession is also seriously interested in mak- 
ing this service available to a greater number of 
people. ‘ 

Through the efforts of organized dentistry, 
dental health service in this country has reached 
a level unsurpassed in quality and quantity by 
that of any other nation. The distribution of 
dental service to those able to pay prevailing 
private practice fees without financial hardship 
need not present any problem. Satisfactory 


1 Source: American Dental Association. Recommendations for Experi- 
mental Prepayment Dental J’lan. Journal of the American Dental Associa- 
tion, vol. 32, pp. 194-198 (Chicago, Illinois, February 1945). 


dental care programs for the indigent group have 
been developed and are being expanded. How- 
ever, there remains a large segment of the popula- 
tion in the medium and low-income groups for 
which a more satisfactory dental service should 
be provided. 

The Council on Dental Health of the American 
Dental Association recognizes that a lack of 
understanding of the relationship between dental 
and general health, the fear of pain, and procrasti- 
nation have caused a certain percentage of the 
population to neglect their dental needs. 


As a result of its interest in this problem and 
in line with the general policy of broadening the 
scope of health services to the public, the American 
Dental Association created the Council on Dental 
Health, and charged it, among other responsi- 
bilities, ‘‘to study the need and develop plans 
and programs for the provision of more adequate 
dental care for the public.”” One of the important 
phases of its work has been to study methods of 
meeting dental care costs and the possibility of 
applying the prepayment principle to dental 
service. Studies conducted along these lines have 
convinced the Council on Dental Health that the 
American people need not only better distribution 
of dental service, but also a method whereby the 
cost of such service may be paid for on a budget 
or prepayment basis. 


The success of budgeting hospital and medical 
care costs during the past decade is evidenced by 
the increased demands of the public for further 
prepayment planning in the health field. To date, 
more than 37 million persons have enrolled in 
nonprofit hospital service plans and more than 
18 million in nonprofit medical prepayment plans 
operated under the sponsorship of State and local 
medical societies. The records show a steady in- 
crease in their growth and expansion. This suc- 
cess of prepayment planning for health services 
and a public awakening to the value of dental 
health plus the upredictable factors in dental care 
costs are responsible for the growing interest in 
similar provisions in “the dental” field. It is 
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thought that a plan for budgeting the cost of 
dental service should: 


1. Provide a dental service that will contrib- 
ute substantially to a higher level of dental 
health for its members. 


2. Assure people in the medium and low in- 
come brackets of dental service without finan- 
cial hardship. 


3. Provide adequate fees to the dental pro- 
fession for their services and stabilize the in- 
come of the profession. 


4. Preserve the prtvate practice of dentistry. 


The Council on Dental Health is mindful of the 
fact that in the formation of a prepayment plan 
for dental care, so far as the insurance factor is 
concerned, dental care costs and related problems 
are not comparable in the true sense of the word 
with those of either hospital or medical care. It 
is believed that an individual who visits his den- 
tist regularly and receives adequate dental care 
can budget the cost of his dental needs to a certain 
extent, whereas medical and hospital care costs 
are less predictable. Despite the lack of similarity 
among dental, medical and hospital care problems, 
the Council on Dental Health was able to gain 
considerable information from a study of the 
development of medical and hospital service plans. 
However, as there is not sufficient factual or sta- 
tistical material to determine the feasibility of 
prepayment planning in dentistry at the present 
time, the only means by which we can know 
whether a pepayment plan for dental service is 
possible is actual experiment. 

In consideration of these facts, the Council on 
Dental Health made a study of a majority of the 
existing medical service prepayment plans and of 
a number of existing hospital service prepayment 
plans. As a result of these studies, it is recom- 
mended that experimental dental service prepay- 
ment plans be inaugurated under the direction or 
supervision of component dental societies, under 
the following conditions: 


1. The city or political subdivision selected 
should be of not less than 100,000 population. 


2. The trial period should be twelve months. 


3. The enrollment should not exceed 5,000 
persons during this trial period. 


4, The enrolled persons should represent a 
cross-section of employed groups within certain 
income limitations. 


5. The plan should be offered only to groups 
of ten or more employed persons and through 
their place of employment on a payroll deduc- 
tion basis. 


6. A minimum of 60 percent of the persons 
in an employed group should be enrolled. 


7. Sound enrollment procedures as followed 
by existing voluntary nonprofit hospital and 
medical service plans should be adopted. 


The successful application of the prepayment 
principle in dentistry will depend largely on the 
dental needs of subscribers, on the amount paid 
by the subscriber, on the types and amounts of 
service provided under the plan and on the fee 
schedule of the participating dentists. The main 
objective of the experimental program is to obtain 
data on the relationship between these factors in 
a dental prepayment plan. It is proposed that 
the experimental program be financed by an 
underwriting fund in order that the participating 
dentists may receive the prevailing fee for service 
rendered in case the amount collected from 
the subscriber does not meet the actual costs 
during the experimental period. When actuarial 
data have been obtained, the monthly payment 
by the subscriber can be adjusted to make the 
prepayment plan self-sustaining. In addition, if 
surplus monies accrue, additional dental service 
benefits may be offered to the subscriber, since 
the plan will be operated on a nonprofit basis. 

The recommended legal instruments to be used 
in connection with a dental prepayment plan con- 
sist of articles of incorporation, bylaws, the sub- 
scriber’s application for a dental service certifi- 
cate, the subscriber’s dental service certificate and 
an application for registration as a participating 
dentist. 


Articles of Incorporation 


The articles of incorporation establish. a non- 
profit corporation called the (name of state) dental 
service, to (1) maintain and operate a voluntary 
nonprofit dental service plan, (2) accept charitable 
or benevolent trust gifts or legacies or devices 
intended for the benefit of public health and 


(3) collect statistics and data in connection with 
the operation of the plan that may be deemed of 
value to the community and to the dental pro- 
fession. 

The articles of incorporation provide that the 
membership of the corporation shall be composed 
of licensed dentists who are members in good 
standing of the state dental society and of such 
other persons as the board of trustees of the 
corporation shall elect to membership to serve as 
trustees, provided that at least two-thirds of the 
membership of the board of trustees shall be com- 
posed of dentists. The articles of incorporation 
further provide that the corporation shall be 
organized upon a nonstock basis and that it shall 
be financed from monthly payments received from 
individuals or groups of individuals who purchase 
dental service under the plan and, if necessary, 
from underwriting funds or contributions. 


Bylaws 


The bylaws establish provisions for the annual 
and special meetings of the corporation and the 
qualifications for membership on the board of 
trustees. 

In addition to supervision and control of the 
business affairs of the corporation, the board of 
trustees has the authority to decide the scope of 
the services to be furnished subscribers, to adopt 
rates and fee schedules, to incur indebtedness 
under certain conditions, to invest funds and to 
delegate its powers to committees and officers of 
the corporation. 

Provisions are established to determine the eligi- 
bility of subscribers and of dentists who wish to 
be registered with the corporation. ‘The corpora- 
tion does not assume the liability of a dentist 
arising from the dentist-patient relationship. 

A dentist rendering service to a subscriber can- 
not make a direct charge to the subscriber for 
such services as the subscriber is entitled to under 
the plan, but payment is made through the corpo- 
ration. Additional services, however, are financed 
through the arrangements made by the patient 
and the dentist. 


Subscriber’s Application for Dental 
Service Certificate 


The formal request for dental service under the 
prepayment plan is made on a form provided for 
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that purpose. The application authorizes the em- 
ployer to deduct the monthly fee from the sub- 
scriber’s wages. The amount of the monthly fee, 
which is established by the corporation, varies 
with the income bracket classification and number 
of dependents. 


Subscriber’s Dental Service Certificate 


If the subscriber is accepted by the corporation, 
a dental service certificate is issued to him upon 
the payment of a registration fee of $1 plus the 
monthly fee. The certificate constitutes a con- 
tract between the corporation and the subscriber. 
The subscriber and his dependents then become 
eligible for the dental services that are specifically 
provided in the plan. Eligible dependents are 
spouse and unmarried children under 19 years of 
age living with and dependent on the subscriber 
for maintenance and support. 

Dental services to which subscriber and depend- 
ents are entitled during the experimental period 
include (1) dental examinations limited to two per 
calendar year per person, (2) prophylaxis, limited 
to two per calendar year per person, (3) extractions, 
including the extraction of impacted teeth, (4) fil- 
lings, when amalgam, silicate and other cements 
are used, (5) treatment of diseases of the mouth, 
limited to patients under 19 years of age, (6) 
emergency treatment for the relief of pain, (7) 
treatment of jaw fractures and (8) X-ray service. 

The following services are not included: (1) 
denture, bridge, inlay, crown, orthodontic and 
general anesthetic and house calls; (2) any service 
covered by workmen’s compensation or employer’s 
liability laws; (3) service rendered by or through 
any Federal, State or charitable agency; (4) service 
covered by reason of recipient’s qualifying for 
veterans’ benefits or benefits for dependents of 
veterans; and (5) dental service for a disease or 
injury to a subscriber or dependent for which he is 
confined to his home or to a hospital, and for which 
he is under treatment or anticipates the need for 
treatment at the time that application is made for 
this certificate. 

If, in an emergency, while the subscriber or a 
dependent is outside the area regularly served by 
the corporation and not within reasonable access 
to a participating dentist, service covered by the 
certificate is rendered by a dentist not registered 
by the corporation, the corporation will pay to the 
dentist the prevailing fee established by it. 

The subscriber or his dependent has the right 
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to select any participating dentist. A partici- 
pating dentist shall have the right to decline or 
accept such subscriber or his dependents in accord- 
ance with the custom and practice that prevails 
in the private practice of dentistry. 

The corporation reserves the right to change the 
rate and benefits on 30 days’ written notice to 
the subscriber. The certificate is issued for a 
period of 12 months and is renewed automati- 
cally on a year-to-year basis subject to the right 
of cancellation by either party on 30 days’ written 
notice. 

As has been stated above, the amount to be paid 
by the subscriber and the types of service included 
in the plan are established by the board of trustees 
of the corporation. The board of trustees also 
determines the eligibility of the subscriber on a 
basis of income. The income limitations might 
vary in different localities and would be determined 
by local conditions. The following income limita- 
tions are presented here as examples: Persons 
eligible for dental service might be (1) a sub- 
scriber without dependents and whose net annual 
income exceeds $1,800; (2) a subscriber who has 
one dependent and whose net annual income to- 
gether with the net annual income of his family 
exceeds $2,400, or (3) a subscriber who has two 
or more dependents and whose net annual income 
together with the net annual income of his family 
exceeds $3,000. The net annual income is deter- 
mined by an estimate of family income from all 
sources for the current calendar year. Partici- 
pating dentists may make a charge to the sub- 
scriber for services not included in the certificate. 


Application for Registration as Partici- 
pating Dentist 


All dentists who are licensed to practice in the 
State in which the prepayment plan is in operation 
and who are members in good standing of the 
State dental society are eligible to participate in 
the prepayment plan. Participation, which is 
voluntary, may be terminated by written notice 
at least 90 days prior to the effective date, pro- 
vided, however, that any dental service under- 
taken for a subscriber shall be completed in 
accordance with the terms of the subscriber’s 
dental service certificate. 

The participating dentists receive payment from 
the corporation for the dental services included in 
the plan and in accordance with the fee schedule. 
The subscriber may elect to receive additional 


service (example, inlay or denture), in which case 
a separate financial arrangement is made between 
the patient and the dentist. 

In presenting this prepayment plan as an experi- 
mental program, cognizance must be taken of the 
fact that local laws and economic conditions would 
prevent the adoption of a uniform program 
throughout the country. The local dental society 
can best determine what provisions should be 
made at the outset or what adjustments may later 
be indicated in the subscriber’s monthly payment, 
in the amount of service to be provided under the 
plan, in the subscriber’s income limitations, and 
in the age limit for dependents. 

In establishing the subscriber’s payment rate, 
adequate provisions should be made for overhead 
expense and a reasonable contingency fund. The 
rate should also be consistent with present pay- 
ments by the public for dental service in the area. 

It is also important to emphasize that the State 
or local dental society will have the responsibility 
of establishing a fee schedule for the dental 
service to which the subscriber is entitled under 
the plan. These matters, of course, are details 
which can be given consideration as the plans 
assume a more concrete form. 


Postdental Payment Plans 


Dental societies and banking or loan institutions 
have established dental postpayment plans in 
order to assist persons with low income to finance 
dental care. The plan usually operates through 
a commission appointed by the dental society to 
act in all negotiations between the society and the 
participating bank. The postpayment plans have 
proven to be an acceptable mechanism for extend- 
ing credit to a purchaser of dental care which per- 
mits him to make periodic payments following the 
receipt of dental treatment. These plans are 
growing in popularity in many areas of the country 
and at the present time dental care amounting to 
several million dollars is being financed annually 
under the postpayment method. 


Summary 


The need for finding a more satisfactory financing 
plan to meet dental care costs, especially for the 
medium and low income groups, suggests the 
desirability of establishing experimental prepay- 
ment dental plans. Although the successful appli- 
cation of the prepayment principle in meeting 


hospital and medical care costs has been well es- 
tablished, present knowledge of the subject is 
inadequate to determine whether a similar budget- 
ing plan can be applied to dentistry. 

It is recommended that experimental dental 
service prepayment plans be inaugurated by dental 
societies. With proper management, it is believed 
that actuarial data can be obtained to analyze the 
now unknown factors of a prepayment system as 
they are related to dental care. 


A report on a Conference on Dental Care ona 
Prepayment Basis between members of the 
Council on Dental Health of the American 
Dental Association and representatives of 
Blue Shield Medical Care Plans as quoted 
from the Newsletter of the Council on Dental 
Health, November 10, 1952. 


“The approach to the question of dental care 
on a prepayment basis was crystallized when five 
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representatives of Blue Shield Medical Care Plans 
met with members of the Council on Dental Health 
in the Central Office of the American Dental 
Association in Chicago. 

“The initial concept of prepayment health plans 
was protection from catastrophic illness, and the 
majority of dental services will not fall into this 
category, it was pointed out. Accordingly, it was 
agreed, it will be necessary to determine what den- 
tal services are insurable risks; to obtain enabling 
legislation in States where it does not exist; to 
initiate pilot studies of dental services on a limited, 
not a broad-coverage, basis, and to educate den- 
tists and patients alike in the use of prepayment 
plans. 

“As to the operation of prepayment dental care 
plans, it may be necessary for dentists to establish 
their own corporations and to purchase from Blue 
Shield and Blue Cross such administrative require- 
ments as public relations, clerical and sales services. 
Thus, dentists would retain control over their own 
professional services.” 


PROBLEMS AND PRESENT METHODS OF 
FINANCING HEALTH SERVICES 


MICHAEL DAVIS, Ph. D. 


Chairman, Executive Committee 
Committee for the Nation’s Health 
Washington, D. C. 


You ask me to speak to a double-barrelled ques- 
tion. The first part of this question requests an 
estimate of ‘‘the inefficiencies of the present sys- 
tem of financing.’”’” May I enter a slight caveat 
to the word “‘system.”’ I should prefer to use the 
phrase ‘‘methods of financing,’ because we have 
diverse and changing methods which, perhaps for- 
tunately, have never been planned as a “‘system.” 

Financing is only a means to an end, and the 
end is to supply medical care. Now, while our 
approach to this subject is economic, we cannot 
consider medical care as an ordinary commodity, 
like ships or shoes, to be bought by those who 
have the price and not bought if they haven’t the 
price; nor as an ordinary service, like barbering 
or golf instruction, where the seller feels no obli- 
gation to furnish the service unless the price is 
forthcoming. The profession primarily responsi- 
ble for providing medical care has always accepted 
the obligation to supply it to those who need it, 
irrespective of their means. Moreover, society as 
a whole accepts a parallel obligation, expressed by 
a recent President of the United States who listed 
adequate medical care among ‘basic human 
rights.” In considering the financing of medical 
services, therefore, the professional and the eco- 
nomic elements must both be taken into account 
and considered together. 

To make a list of “inefficiencies” of the present 
system of financing requires that we first define 
the objectives with which our methods of financ- 
ing must comply in order to be “‘efficient.’”’ The 
primary objective of financing is to deliver to 
persons, in accordance with their needs, preven- 
tive, curative, and rehabilitative medical services 
of good quality. This first objective of financing 
carries with it a second, namely, to support the 
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personnel and institutions that supply service, 
including their capital as well as current require- 
ments, on a level consistent with high professional 
status and with service of high quality. A third 
major objective is economy: we want to attain 
these aims with minimum financial burden to in- 
dividuals and to society. Finally, our methods of 
financing should promote an adequate supply of 
personnel and facilities and their geographical 
distribution in proportion to the needs of the 
people in each service area and region. 

With these points in mind, may I offer a list 
of seven ‘present inefficiencies” in the financing 
of medical services:— 


1. The basic and pervasive inefficiency is the 
predominance of the fee-for-service method of 
financing. By ‘fee for service’ I mean pay- 
ment by the sick person or his family, of fees or 
charges for services rendered, at or about the 
time sickness occurs. I do not refer here to fees 
for service as a method of remunerating physi- 
cians. This panel, I understand, deals with the 
financing of medical care by those who pay for it. 

Two generations ago, when there was little 
specialization or hospitalization and when the 
powers of medicine were very limited anyway, 
the deficiencies of the traditional fee system 
did not matter much. Today, when preven- 
tion and rehabilitation are increasingly possible 
and care is increasingly expensive, these defi- 
ciencies matter a great deal. The fee-for-serv- 
ice method of payment is the chief cause of the 
financial burdens of medical care to individuals 
and families, and is one of the chief obstacles to 
adequate medical service itself. To summarize 
its “inefficiencies” briefly: 

Financially, the fee-for-service method of 
payment by the patient brings uncertain and 
unpredictable costs upon individuals and fami- 
lies; facing all with anxiety; bringing some to 
distress or disaster; constituting a chief cause 


of dependency. It may have been adapted to 
nineteenth-century medicine, but it is not 
suited for twentieth-century medicine. 

Medically, fee-for-service payment by the 
patient tends to inhibit early diagnosis and 
preventive work for individuals; it violates pro- 
fessional tradition by tending to proportion 
medical service to the resources of patients 
rather than to their medical needs; it is a major 
cause of rural shortages of doctors, dentists, 
nurses, and hospitals. 

I enlarge upon the deficiencies of the fee-for- 
service method because it is the fundamental 
inefficiency in our present methods of financing. 
Of course, I appreciate that inefficiencies are 
relative. Other methods of financing also have 
their plus and minus sides. 

2. The second major “‘inefficiency” is spotty 
and un-coordinated financing by the general 
tax revenues of local, State and national gov- 
ernments. You are familiar with the facts that 
we now spend about $3.5 billion a year on 
State medicine, a third of which comes from 
Federal and two-thirds of which comes from 
local and State sources; that the amount has 
multiplied over six times within 20 years and 
now constitutes a quarter of our total expendi- 
tures for medical care. The expansion has been 
by categories of disease and categories of needy 
or politically significant persons, and usually 
through diverse and often un-coordinated agen- 
cies even within the same State, city, or county. 

There are wastes because of lack of coordina- 
tion. There are gravely insufficient funds 
spent for some necessary functions, expecially: 
public health departments; care of the men- 
tally ill; care of the indigent, of chronics, and 
of migratory workers. 

It is pertinent to note that tax-supported 
medicine and health insurance are the two chief 
substitutes for the fee-for-service method of 
financing. In most tax-supported medicine in 
the United States and abroad, physicians are 
employed on a salary basis by some unit of 
government. In most health insurance pro- 
grams here and abroad, physicians remain self- 
employed practitioners. There are exceptions 
on both sides, but in the main this contrast holds. 
Will evolution in the United States be towards 
health insurance or State medicine? 


3. A third major group of “inefficiencies” is in 
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our present means of health insurance. In the 
first place, we have failed to encourage the 
financing of comprehensive medical services 
through insurance. Nevertheless, some of the 
oldest established health insurance plans in this 
country, as well as some of the new ones which 
have been able to survive the opposition of 
medical societies, have demonstrated that 
comprehensive services of physicians and hospi- 
talization can be furnished by consumer-spon- 
sored plans, utilizing group medical practice, at a 
cost of about the same as the cost for the 
restricted services offered by a combination of 
Blue Shield and Blue Cross, or by what are 
called ‘“‘liberal’? group policies of insurance 
companies. 

In the second place, instead of moving to com- 
prehensive service, most of our recent financing 
through health insurance has been for limited 
medical services, pursuant to the well-advertised 
concept that health insurance is a financial 
mechanism for a financial end, instead of the 
correct concept that it is a financial mechanism 
for a medical end. 

Third, the number of people covered is in- 
sufficient. The rather scanty data available 
indicate that the half of the population not now 
reached even by limited health insurance in- 
cludes a large proportion of those who need it 
most. I do not believe that the deficiency in 
coverage can be attributed mainly to the 
“vouth” of the plans. The Blue Cross move- 
ment is almost 20 years old. I would direct 
attention to the difficulty inherent in all volun- 
tary plans selling at flat-rate premiums, of en- 
rolling and retaining members from among low- 
income, self-supporting families, and from 
among persons not belonging to any organized 
groups. 

Fourth, the organization of the types of plans 
dominant at present—Blue Cross, Blue Shield, 
and the insurance companies—does not supply 
motivation for full coverage of the population. 
The people who have the greatest stake in com- 
prehensive services, economy of operation, and 
complete coverage of the population, are at 
present little if at all represented in the manag- 
ing bodies of Blue Shield, Blue Cross, or the 
insurance companies. These people are the 
consumers of the services offered by health 
insurance. 

During the last few years, popular familiarity 
with the idea of health insurance has so in- 
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creased as to make financially profitable the 
expansion of limited types of such insurance 
under commercial auspices. At this moment 
one hears that Blue Cross leaders are worried 
because of competition from the insurance com- 
panies. Will this competition stimulate these 
agencies to enroll a great many more people who 
have not been reached heretofore, or will it be 
mostly competition to get the cream of the 
present enrollment—the larger or low-risk 
groups? If voluntary and governmental bodies 
do not take prompt, vigorous steps to expand 
soundly conceived and properly organized 
health insurance plans, we may repeat in health 
insurance the medically dismal and financially 
costly story of medical care under commercial 
dominance in workmen’s compensation. 

I will state four more ‘‘present inefficiencies” 
briefly. 


4. We have allowed wide disparities in the 
financing of medical services to develop between 
areas, not because of differences in the medical 
needs of their people, but largely because of 
differences in the wealth of their people. 


5. We have allowed the development of 
health financing to be seriously hampered by 
laws, passed in many States, which place the 
control of even non-profit health insurance in the 
hands of special interests; which restrict the 
scope of hospital service or of health insurance 
because of the demands of special interests; or 
which hamper desirable forms of organization, 
such as group medical practice. 


6. We have not financed the education of 
physicians, dentists, nurses, administrators and 
allied personnel in proportion to the needs for 
these various groups, nor have we increased our 
financing in proportion to the rising costs of all 
forms of professional education. 


7. While the support of research from both 
private and public funds has increased greatly 
in recent years, we have stressed too much the 
investigations for specific purposes and have 
given too small a proportion of the funds to 
basic scientific research. 


Now comes the second part of the question asked 


included five broad policies as well as 15 specific 
proposals because I am sure the Commission is 
concerned with fundamentals as well as with 
expedients. 


The five broad policies are: 


1. Medical care for most of the American 
people should be financed primarily by the 
principle of insurance. The use of general 
taxation and fee-for-service payment by patients 
should be secondary. 

This applies that if this were done, the main 
income of physicians and general hospitals 
would be from health insurance. 

The enunciation and advocacy of this policy 
seems to me necessary to make any proposals 
for meeting ‘‘immediate needs’’ more than mere 
expedients. I hope the Commission will make 
vigorous affirmation of this policy, whether or 
not it makes any recommendations as to 
methods of realizing such a policy promptly. 


2. Tax funds from the general revenues of 
local, State and Federal governments should 
supplement insurance for special purposes and 
for certain groups of the population. 


3. A major and continuing objective should 
be the coordination of tax-supported services 
on all levels of government with one another, 
with services financed through health insurance. 


4. Health insurance plans should be pri- 
marily on a non-profit basis; the organization 
and finances managed by those who use or pay 
for the services, and the medical aspects being 
the responsibility of the professions and the 
hospitals. Commercial health insurance is not 
thereby denied a place in health insurance plans. 


5. For most of the American people, health 
insurance should be required by national law. 
A nation-wide plan is necessary in order (a) 
to attain adequate population coverage, (b) to 
avoid lapses in eligibility because of partici- 
pants’ change in employment or location, (c) 
to assist in raising the medical purchasing 
power of low-income areas, and (d) to provide 
the financial base upon which service units, 


on the Agenda: namely, proposals to meet “im- voluntary or governmental, supplying compre- 
mediate needs’. While I have observed your hensive care, can develop more extensively 
emphasis on the word “immediate,” I have and more rapidly than is otherwise possible. 


By “service units,’”’ I mean not only individual 
practitioners, private groups, hospitals and 
clinics, but also non-profit health insurance 
organizations offering services (as distinguished 
from cash indemnities) and administered on a 
local or State-wide basis by either governmental 
or voluntary bodies. 


In speaking of national health insurance, I 
refer to the responsible proposals which have been 
offered, not to a federalized, rigid, impersonal 
scheme which would not be and should not be 
enacted by any American Congress. 

Observation of events and analysis of the forces 
at work have convinced me that we shall make 
only slight and spotty progress on the professional 
problems of personnel, organization and quality, 
unless we deal broadly and effectively with the 
economic problem, i. e., the financing of medical 
care. The experience of the last 30 years has 
shown that forward-looking physicians who ap- 
proach the economic and social problems of 
medicine in a scientific spirit cannot by themselves 
make much progress against the extremely con- 
servative policies of their organized profession. 
The active participation of the public is the only 
way through which such professional men can 
realize their ideals. Active public participation 
can be obtained only by promoting medical- 
economic measures which can obtain easy lay 
understanding and therefore enlist vigorous popu- 
lar support. Of these medical-economic measures 
national health insurance is only one, but it is 
a major one. 

If we do not have the financial base and the 
coordinating baits of some nation-wide health 
insurance plans, even if incomplete in coverage 
of population or of services at the start, I fear 
that the outlook is for State medicine. Without 
a broad and positive national program, I antici- 
pate a mixture of commercial and non-profit, 
voluntary insurance which will be quantitatively 
insufficient and often qualitatively poor, plus the 
piecemeal but steady growth of directly-tax- 
supported medical and hospital care, growing for 
dramatic diseases and for politically potent groups, 
and taking over more and more segments unsatis- 
factorily covered by health insurance. 

In speaking thus I recognize a fact with which 
everyone who has followed recent developments 
is familiar, namely, that the United States will 
not legislate a comprehensive plan of national 
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health insurance immediately nor all in one piece. 
American discussion and the experience of many 
other countries have made clear that there are 
several steps that must be taken, and a number of 
alternative steps that may be taken, toward the 
goal of a sound system of locally controlled medi- 
cal services, nationally financed. 

One of the essential preliminaries is to place 
our professional schools for physicians, dentists, 
nurses, and administrators upon a firm and suf- 
ficient financial basis, so that these schools may 
maintain and improve the scope and quality of 
professional education and be able to proceed to 
expand quantitatively as may be required by 
social needs. A similar requirement applies to 
two other fundamental facilities: our insufficiently 
financed and unevenly distributed public health 
services, and our still inadequate capital invest- 
ment in the tools of modern medicine in hospitals, 
clinics, and health centers. 

We should establish a firm policy wherein the 
nation must share with State and local govern- 
ments and with voluntary agencies, in the financial 
support of these three types of basic facilities. 
Other national health legislation need not wait 
upon the full effectuation of this policy, but the 
degree of comprehensiveness of legislation must 
always have some relation to the personnel and 
facilities available. However, we must bear in 
mind that, through national health insurance or 
otherwise, a more adequate and stable base for 
financing the use of professional personnel and 
the operation of hospitals will, of itself, provide 
a powerful stimulus to whatever expansions and 
redistributions are required. 

May I also point out that no responsible pro- 
posal for national health insurance has promised 
that all professional and hospital services shall be 
furnished to all those eligible to receive such care. 
What the responsible proposals do provide are (1) 
financially unrestricted access to those services and 
facilities which are reasonably available in each 
locality, and (2) practical stimuli towards the ex- 
pansion and regional coordination of services. 

In other words, national health insurance would 
not undertake to provide, in a sparsely settled 
county of South Dakota, which I visited recently, 
the scope of services that would certainly be in- 
cluded in New York City or San Francisco. It 
would however be contemplated that a man from 
the South Dakota county who needed a brain 
surgeon could get one through an organized 
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regional relation between the medical facilities of 
that county and a medical center where such a 
surgeon would be operating. 

There are many ways of applying the national 
health insurance principle in stages. The cover- 
age could be initially limited to industrial and 
commercial workers, with or without their fam- 
ilies. An income limit excluding the top 10 per- 
cent of the population might be set. Scope could 
be initially limited to hospitalization only. ‘Di- 
rected gradualism”’ in another form would involve 
public aid to voluntary plans. I am not saying 
what is desirable. J am merely suggesting some 
of the steps that might be taken. 

I am strongly convinced that it is important to 
develop quickly as many local units as possible 
that can furnish comprehensive medical care 
through group medical practice, supported by pre- 
payment. In addition to groups under other 
auspices, it is most desirable that hospital and out- 
patient staffs be reorganized so that they too can 
function as group practice units. Such local units 
supplying comprehensive services could continue 
to function with unimpaired freedom under any 
national or State health insurance plan. As far as 
hospitalization is concerned, Blue Cross plans, 
with certain reorganizations would also be able to 
operate freely. With regard to the Blue Shield 
plans, I am doubtful whether the authorities ulti- 
mately responsible for them would permit the 
changes that would be necessary to effect com- 
prehensiveness of service and provide control of 
quality and costs of service. Commercial health 
insurance plans that pay cash indemnities, should 
have a substantial future in service to the top 10 
percent, and even, perhaps, to the top 20 percent, 
of the population. 

The following list of 15 immediate proposals 
includes some recommendations for national or 
State legislation, and a number for non-govern- 
mental action. Voluntary groups, lay and pro- 
fessional, are among the most weighty working 
forces in the medical-care field. I have suggested 
lines of policy which I hope the Commission’s 
report will bring effectively to the attention of 
some strategic groups of citizens. 


1. Adequate and prompt financial support for 
the education of professional personnel, through: 


(a) Federal aid to the professional schools, 
along the lines of legislation already proposed. 


I believe the need for national aid has been 
amply demonstrated, even after all proba- 
bilities of State and private financing have 
been exploited. 

(b) Encouragement of larger tax appropria- 
tions by the states and municipalities which 
maintain the schools. 

(c) Larger private donations of funds from 
professional and lay sources. 


2. Adequate and prompt financial support 
from the Federal government to enable all 
States and localities to provide the basic facili- 
ties of preventive medicine—local public health 
units—for all of their people, without any 
Federal restrictions upon the freedom of State 
and local governments in the scope and ad- 
ministration of their health departments. 


3. Assistance by national and State legisla- 
tion, and by voluntary action, for health 
insurance plans offering comprehensive services, 
especially when accompanied by group medical 
practice. Specific proposals include: 


(a) National legislation providing funds to 
aid in the capital and current financing of such 
plans under voluntary or local governmental 
bodies, for limited periods, with provisions to 
ensure financial responsibility, compliance 
with basic standards, and freedom from auton- 
omous administration. 

(b) State legislation, now needed in a 
number of States, to remove legal barriers to 
such plans. 

(c) Action by unions, cooperatives, farm, 
business, and other organizations to obtain 
the required national and State legislation 
and to promote the establishment of such 
plans. 


4. Increased tax funds for the medical care of 
persons who are accepted as public responsibili- 
ties—the mentally sick, the indigent, and some 
chronically ill persons. 


5. Larger appropriations by State and local 
governments which pay voluntary hospitals for 
the care of persons who are accepted as public 
responsibilities, so that these payments shall — 
not be token amounts, lump-sum grants, or sub- — 
sidies, but shall be made on the basis of full cost — 
for the services rendered. 


6. Extension of the Old Age and Survivors 
Insurance system to include within its scope the 
financing of short-term hospital care for its 
beneficiaries. This would remove one of the 
sources of the deficits of the voluntary hospitals, 
with no increase required in the OASI payroll 
tax or in general tax appropriations. 


7. Continuation of the Hill-Burton hospital 
construction program (due to terminate in 1955) 
and the extension of that program to cover (a) 
a share of the construction cost of health centers 
or clinics providing diagnostic and treatment 
services for ambulatory patients, and (b) Fed- 
eral aid to demonstrations (limited to about two 
in each State) of plans of regional coordination 
of bospitals, or of home and ambulatory care for 
chronic patients, in coordination with their 
needed institutional care. 


8. Larger expenditures for rehabilitation, 
partly from public funds, as in the present 
Federal-State program, and partly from in- 
dustry as an extension of industrial medical 
services. 


9. National legislation to provide for medical 
care of inter-State migratory workers and 
their families. 


10. Continued and larger support from pri- 
vate and public funds for research, with rela- 
tively more money for basic research. 


11. Point out the need for an active health- 
service policy on the part of organized labor, 
including: 


(a) Continued collective bargaining for 
health benefits; 

(b) Demand for comprehensive medical 
benefits and for service benefits as contrasted 
with cash indemnities; 

(c) Continued work for national health 
insurance legislation; 

(d) Study in each locality of the practi- 
cability of establishing comprehensive health 
insurance plans and vigorous efforts towards 
the organization of such plans whenever 
feasible. 

(e) Insist on adequate representation of 
consumer groups, including labor, on the 
governing bodies of non-profit health insur- 
ance plans. 
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12. Encourage employers to cooperate finan- 
cially and organizationally with unions and 
others in improving non-profit insurance plans 
and in bettering medical care under Workmen’s 
Compensation. 3 


13. Bring effectively before rural people the 
present deficiencies of their medical service 
situation and its financing, so that they will 
be encouraged (a) to demand parity of health 
financing with other sections, (b) to select 
forward-looking physicians and social scientists 
to help them appraise their needs, and (c) to 
define practical local, State and nation-wide 
steps towards meeting such needs. 


14. Point out to forward-looking physicians 
that, faced by the conservative policies of their 
organized profession, they must enter into active 
participation with organized lay groups in order 
to accomplish the improvements which these 
medical men would like in the quality, organiza- 
tion, and financing of professional services. 


15. Define for the voluntary non-profit plans 
the conditions of organization and of service 
with which they should comply if they are to 
be in a position to meet the demands of the 
future. 

I do not offer a proposal for national or state 
aid to assist these voluntary plans in enlarging 
their enrollments among low-income and other 
groups. You know of the several legislative 
proposals of this sort which have been put before 
Congress in recent years. I do not think that 
even non-profit plans should be aided by public 
funds, unless the interests of their subscribers 
and of the general public are fully represented 
on their governing bodies. Public aid as now 
given to Blue Cross or Blue Shield plans would, 
before long, lead to tensions that would compel 
either the termination of the aid or full public 
control of such aid. ° 


Looking at all these proposals together, let me 
say something on the question of cost, which must 
always be considered. Some of the proposals do 
not call for any direct expenditure, although the 
kind of action which they require from various 
groups of people rarely occurs unless funds are 
readily available. Some of the ‘immediate 
proposals” require increased public or private 
funds, but the cost would not be high enough to 
deter any but professional economizers. 
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The major health insurance programs involve, 
at the beginning, mainly a re-routing of fee-for- 
service payments but require very little additional 
money. Subsequently, increases will occur be- 
cause of larger utilization of services and later 
because more personnel and facilities will be 
developed in response to demand, even if there 
were no increase in population. 

The expense will depend largely upon how we 
proceed. The work of this Commission represents 
the idea that medical services in the future and the 
vast sums expended for it, shall be better planned 
than they have been in the past. Maybe they can 
be. Certainly they will cost less if they are. 

Policies which place the stimulus of insurance 
behind only the most expensive forms of service 
will be costly, whereas policies which make pre- 
vention the brother of care instead of the step- 
child of practice, or which make it possible to 
replace some bed care by ambulatory care, will 
bring substantial economies. Similar advantages, 
in a different form, will follow from policies which 
increase the medical rehabilitation of workers. 
Policies encouraging group practice will bring some 
economies in the production of medical services. 
On the one hand, comprehensive policies for fi- 
nancing medical care costs will stimulate the co- 
ordination of services and the economies arising 
therefrom. On the other hand, we will not save 
money if we are compelled to pursue piecemeal 
policies which promote imperiums of service for 
special groups of the population, or finance com- 
peting platoons under the battle flags of particular 
diseases, or permit commerce to dominate where 
the ideals of professional and social service should 
reign. 

In conclusion, let me try to place in perspective 
this hurried critique of inefficiencies and sug- 
gestions towards remedy. Forty years ago the 
reconstitution of medical education was set vig- 
orously under way by the Flexner report and the 
American Medical Association; the systematic 
improvement of hospital services was beginning 
through the American College of Surgeons and 
the American Hospital Association; and the medi- 
cal-economic issue of the time was how far exten- 


sions of organized medical charity, through 
out-patient departments of hospitals and the clinics 
of public health agencies, would interfere with 
private medical practice. 

These matters are still with us, but they seem 
mild and intramural compared with the far-reach- 
ing public issues which overshadow them today. 
Since then, all the major currents in medical 
science and technology, in medical and hospital 
practice, and in economic, social, and political 
conditions, have mingled their forces to determine 
the stream of evolution in medical care. The 
suggestions I have ventured rest upon analysis of 
these forces. 

From that analysis we perceive that methods of 
financing services are interdependent with the 
quantity, composition, and quality of the services 
themselves. This means that we cannot reach 
conclusions about either economics or services 
without considering them together. Medical men 
and laymen must therefore do joint and not 
separate thinking. 

We observe moreover that the economic forces, 
such as popular demand for more medical care and 
better ways of paying for it, are massive forces. 
These are just now beginning to throw their weight 
upon specific points of application. As they do 
this, they will overweigh forces arising from more 
specialized interests, and they may be disruptive 
unless the economic and the professional forces 
are pressing in the same general direction. Only 
joint thinking of medical men and laymen will 
avoid that danger. 

We see, too, the waves and eddies which have 
been raised by the sharp winds of controversy. 
Waves and eddies can swamp a boat. But as we 
cast our vision over the long flow, we perceive 
that these disturbances really penetrate little 
below the surface. The stream’s main currents 
run deep. The essential task is to discern the 
force and directions of the main currents. Pro- 
fessional and economic policies which are to be 
significant and durable must be in line with these 
main currents. Expedients which help to deal 
with waves and eddies must also take them into 
account. 


INADEQUACIES IN FINANCING MEDICAL 
CARE AND SUGGESTIONS FOR ACTION 


E. A. VAN STEENWYK 


Executive Director, 
The Associated Hospital Service of Philadelphia 
Philadelphia, Pennsylvania 


The differing circumstances in the 48 States make 
difficult any general judgment of inadequacies of 
our present national system of financing medical 
care, or of any recommendations regarding im- 
mediate needs for expansion. Only rough judg- 
ments can be made without special research into 
these differences. The variations in the States— 
of their citizens’ income, the availability of medical 
care, the character of population distribution as to 
employment, age, and many other factors—all 
suggest the need for such a statement. 

This presentation assumes that all who partici- 
pate in the discussion of this aspect of the Com- 
mission’s study are equally concerned with the 
welfare of the people. The great debate in the 
matter of distributing health services arises only 
out of conflicting judgments as to method. The 
same goals—high quality medical care for all, a 
convenient way of paying for such service, and a 
reasonable charge for the service—motivate all 
who are concerned with the matter. 

I would like to make preliminary comment as 
to the definition of the terms used, “inefficiencies 
of our present system of financing medical care”’ 
and “immediate needs for expansion.” It would 
appear that both of these terms refer to services 
now available or which might be made available 
without changing the essential nature of our 
voluntary system of providing medical care. I 
am talking about the system as it exists, about 
money and facilities now available, or which 
might be made available without altering the 
voluntary nature of our system. My purpose is 
to analyze what exists and to make recommenda- 
tions concerning it. 

I could make a simple statement of the two 
glaring inefficiencies of our present system of 


financing medical care. But it is the analysis of 
the interplay of these two factors, how each affects 
the other, and how both obstruct progress in 
achieving our goal, that holds promise of stimu- 
lating thought on the problem. It is this aspect 
of the matter which I would like to emphasize. 
These two inefficiencies are: 


(1) The lack of adequate public support for 
the care of those who are unable to pay for 
health service. 


(2) The limitation in both the availability and 
the character of insurance to provide protection 
against the cost of care. ‘Availability’ as here 
used takes into account the fact that coverage, 
although it may be offered may not have been 
purchased, or though purchased, may be of such 
character as to make it worthless. It is agreed 
that the insurance industry and the nonprofit 
health insurance plans bear at least some of the 
responsibility for both these failings where they 
exist. 


The city, the county, the State, and the Federal 
government all have a hand in meeting the medi- 
cal needs of the poor. In addition, charity 
resources do their best to see to it that no one is 
denied needed care. These are either in the form 
of endowments or other funds, or service from 
doctors and other health workers. Yet, the 
unending testimony is the same. In spite of 
general prosperity, the demand for such service is 
a growing burden to our medical institutions and 
their personnel. 

Why this is so in a period of prosperity is not 
because more people need assistance in meeting 
the expense of medical care, but because the cost 
of medical care has grown beyond the ability of 
traditional financing methods to meet it. Much 
has been done through insurance to solve the prob- 
lem of providing medical care in the hospital to 
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the ever-growing millions of our population. It 
might even be said that if such insurance coverage 
had not grown as it has during the past 10 years, 
we would not now be considering non-governmental 
methods of financing. Our system would have 
broken down long ago. 

The peril to further development of voluntary 
insurance in meeting more of the problems for the 
individuals protected, is the drag created by in- 
adequate support of the public’s portion of the 
medical bill, the amount needed to pay for the 
cost of medical care for the poor. 

How higher costs of providing medical care have 
altered our ability to meet the expense of such 
care for the poor is shown by Philadelphia’s ex- 
perience, which is typical of many communities. 
Philadelphia also has had a typical health insur- 
ance history. It was late in establishing a Blue 
Cross Plan, which it did not get under way until 
1939. The Blue Shield Plan did not really start 
enrolling subscribers in large numbers until three 
years ago. Yet to date, 1,850,000 persons are 
enrolled in Philadelphia Blue Cross, and about 50 
percent of all hospital-day care provided by 
Philadelphia’s non-government hospitals, is to 
Blue Cross subscribers. 

The important change which has occurred in 
Philadelphia is in the hospitals’ provision of ‘‘part- 
pay” and “free” days. In 1938 in 37 State-aided 
hospitals these two categories amounted to 982,754 
days and accounted for 62 percent of all days pro- 
vided by the hospitals. (In all calculations new- 
born days have been excluded.) 447,642 of these 
days, or 28 percent of all days, were provided on a 
‘“nart-pay’’ basis, the patients paying $1.03 a day 
to the hospitals for the care rendered to them. 
535,112 of these days, or 34 percent of all days, 
were provided on a “free” basis, the patients 
paying nothing to the hospitals for such care. 

By 1951 only 560,058 days, or 25 percent of the 
days provided by the same hospitals in Philadel- 
phia, were provided on a ‘‘part-pay”’ and ‘‘free”’ 
basis. The “part-pay’’ days had shrunk to 
286,614 days, or from 28 percent to 12.7 percent 
of all days, and the ‘‘free’”’ days to 275,444 days, 
or from 34 percent to 12.3 percent of all days. 
Also, ‘‘part-pay”’ days in 1951 netted hospitals in 
Philadelphia an average of $2.37 a day in contrast 
to $1.03 a day in 1988. 

This lower number of ‘‘part-pay’”’ and ‘“‘free”’ 
days did not result solely because of Blue Cross 
enrollment. The improved economic situation for 
most people, and other types of insurance, have 


helped to make this difference. Yet, a 60 percent 
enrollment of the population of Metropolitan 
Philadelphia in Blue Cross could not help but 
have been the dominant factor in this change. 

The transition from many “part-pay” and 
‘free’ days without Blue Cross to less ‘“‘part-pay” 
and “free” days with Blue Cross, is what might 
have been expected. Yet the effect upon hos- 
pitals was not to lessen their problem, even 
though 422,696 less “part-pay” and “free” days 
were provided in 1951 than in 1988. 

To get at the root of the problem, cost of pro- 
viding medical care must also be considered. 
The average cost of the State-aided hospitals in 
Philadelphia in 1938 was $4.62 per day. Since 
these 37 State-aided hospitals provided 982,754 
days in the “part-pay’ and “free” categories 
in 1938, the cost of this service to them was 
$4,540,323.48. It will be remembered that the 
hospitals received $1.03 a day from “‘part-pay”’ 
patients, or $461,071.26. This left a cost to be 
obtained from other sources of $4,079,252.22. In 
1938 these hospitals also received as State-aid for 
‘free’ days, $2.21 a day, or $1,182,597.52. Adding 
the two items of income and subtracting the total 
cost left a net amount of $2,896,654.70 to be 
obtained from other sources. 

In 1951 the average cost for ward service in the 
same hospitals was $13.61 per day. In this year 
the hospitals provided 284,614 “‘part-pay”’ days 
and 275,444 “free” days, a total of 560,058 days; 
422,696 less such days than were provided by 
them in 1938. Yet the cost of these 560,058 
days to the hospitals at $13.61 per day was 
$7 622,389.38; $3,082,065.90 more than the cost of 
the same categories of days in 1938. In 1951 these 
hospitals received $2.37 per day from the “part- 
pay” patients or $674,535.18. In addition, the 
hospitals received approximately $4.68 per day 
from the State for the 275,444 “free” days, or 
$1,289,077.92, making a total received from the 
State and the patients for these 560,058 days of 
$1,963,613.10. This leaves a net amount of 
$5,658,776.28 to be obtained from other sources; 
$2,762,121.58 more than had to be obtained by 
them in 1938 from other sources. I emphasize 
again that this is in spite of the fact that these 
hospitals provided 422,696 fewer days to the poor 
in 1951 than they did in 1938. 

Thus far, we have considered only the State- 
aided hospitals in Philadelphia. Only 37 of the 
73 voluntary hospitals in the Philadelphia area 
receive aid from the Commonwealth for the care 


a day to provide. 


of the poor. These hospitals account for 60 per- 
cent of the voluntary hospital beds in this area. 
Yet even though average hospital cost for ward 
service in Philadelphia in 1951 was $13.61 per 
day, and payment by Blue Cross in the same 
period exceeded $15 a day, the Commonwealth 
still pays State-aided hospitals at a maximum rate 
of $6.50 a day. 

The appropriations to the hospitals are made on 
a bi-annual basis. Since the appropriation is 
always short, the hospitals of Philadelphia at 


present actually do not receive as much as $5 


a day from the Commonwealth for the care of 
indigents, care which costs the hospitals $13.61 
And it should be noted that 
Pennsylvania’s hospitals are fortunate. In many 
States no State provision is made to assist hos- 
pitals. 

Of the 47 hospitals in Philadelphia, 23 (some 
are the same as those receiving State-aid) also 
receive some support from the United Fund. The 
total of this support amounts to about $1,500,000 
a year, but it is not enough to run the out-patient 
departments in three or four of these hospitals. 
Except for endowed funds for hospital purposes, 
the only other money available to the hospitals 
to meet the cost of providing care to the poor 
must come from patients, Blue Cross, and other 
insurance. 

The facts about loss due to provision of care to 


the indigent in Philadelphia can be carefully 


traced in the experience of State-aided hospitals, 
because these hospitals regularly report to the 
Commonwealth’s Department of Welfare. For 
Philadelphia’s entire hospital community, the loss 
is substantially more. Since this reports the 
facts on only half of the 73 hospitals in Phila- 
delphia, and the same problem exists everywhere, 
it is small wonder that the advocates of voluntary 


‘health insurance are concerned about the trend 


that is so plainly indicated. If in response to this 
situation the Plans have to become selective of 
risk and drop subscribers when they leave their 
place of employment (as ordinary group insur- 
ance companies do), not enough of the population 
will be enrolled. If they are not selective of risks, 
this fact and the hidden cost of caring for the 
indigent will price their coverage out of the market. 

Let me be even more emphatic on the points I 
have been summarizing and say that it is safe to 
assume that, if hospitals were adequately paid 
for the care of those patients who can pay little, 
if anything, for hospita] care, then the present 
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Blue Cross rates per subscriber could be sub- 
stantially reduced. Or, what would be more 
likely, the present rates per subscriber would be 
sufficient to provide much more coverage than is 
now provided. 

This problem hampers the aspirations and ambi- 
tions of Blue Cross. All Blue Cross Plans look for- 
ward to the time when they can provide preven- 
tive medical service and other services that are not 
now included in their insurance coverage. Such 
aspects have not been overlooked—they have only 
been delayed. 

Insurance must be competitive, not only within 
the industry itself, but in the general economy. 
Yet, the individual health insurance buyer: of 
modest income is by no means without defense in 
the matter of higher rates. If medical care costs 
for the care provided to indigents must be continu- 
ously added to his premium cost, he can fail to re- 
new his insurance and thereby add the cost of his 
medical care to the general public’s burden. Just 
how high insurance premiums can go has never 
been tested. When premium costs have become 
too high, however, and many individuals have 
refused to pay the amount required, the knowledge 
of such a limit to voluntary insurance plans would 
be valueless. If the people give up in what they re- 
gard as an unequal struggle, they will fall back 
upon Government to solve the problem. The 
problem before us therefore is to find ways to avoid 
such testing of limits and to do something about it. 

Blue Cross has been criticized for its relatively 
low coverage of farm families. It has also been 
criticized for not making coverage available to 
those not eligible for group coverage—the aged, 
those presently ill, or those not insurable because 
of the existence of other circumstances. On these 
counts, much has been done. More can be done as 
progress is made in the solution of the first prob- 
lem—that of obtaining adequate payment for care 
provided to indigents. 

Besides the handicap to possible expansion 
which is imposed by the unmet problem of indigent 
care, legitimate voluntary insurance is also at the 
present time harassed by dozens of questionable 
competitors. These competitors capitalize on the 
splendid reputation: which the nonprofit plans 
particularly, and the life insurance companies 
offering group coverage as well, have jointly estab- 
lished. The responsibility to give the American 
people the facts with which to evaluate the worth 
of their policies is the industry’s responsibility, and 
more is being done about this matter every day. 
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The responsibility to clean up the industry rests 
also with the industry and with State regulatory 
bodies. 

Blue Cross regularly pays from 85 to 90 cents 
out of every dollar collected for hospital care of 
subscribers. One of the companies trading on the 
popularity and reputation of Blue Cross in Penn- 
sylvania, last year paid out 6 cents on the dollar 
for hospital care. Most rarely pay as much as 35 
cents on the dollar collected. It may therefore be 
seen that the coverage provided by them is not 
worth much to the individual or in the solution of 
the general problem. 

In the discussion thus far I have emphasized 
hospitalized illness because this is the aspect of 
medical care expense which can be most easily pre- 
dicted and most insured against, and also because 
it represents the greatest problem to the individual. 
Progress in our country in the development of this 
coverage has been phenomenal. Practical consid- 
erations suggest that, except for local demonstra- 
tions in extending coverage to include home and 
office calls and preventive service, this aspect of 
our national insurance program should continue 
to be emphasized. 

Extension of those covered, however, cannot 
proceed without solving the problem of public 
support for the indigent. Some kind of bridge 
linking Government and non-Government agencies 
will have to be established. There can be no 
doubt that solution of the problem of meeting the 
public’s bill for medical care of the poor will re- 
quire the participation of government at all levels. 

Various suggestions have been made along these 
lines. Unfortunately, most have by their nature 
lent themselves to the criticism that they would 
foster and promote ‘‘poor man’s medicine.”’ The 
concept of providing a lower quality of medical 
care to the poor properly offends the American 
conscience. It has therefore been relatively easy 
for the advocates of compulsory Federal insurance 
to limit support of the suggestions so far made, by 
pointing this out. 

In an effort to avoid a “poor man’s” program, 
and at the same tire to constructively bring local, 
State, and Federal resources to bear upon the 
problem, sometime ago Senator Lister Hill and 
others fashioned a proposal which has consider- 
able merit. Senator Hill suggested: (1) That 
local Hospital and Medical Care Authorities be 
created somewhat in the same manner as Port 
Authorities, and that each such Authority cover 
the territory assigned to it under the State surveys 


conducted under the Hospital Construction Act. 
His suggestion in effect proposed that, if area 
planning is successful with respect to planning and 
building health service facilities, there is no 
reason for assuming that it would not be equally 
effective in the matter of health service financing; 
(2) That grants-in-aid for the medically indigent 
be made by the Federal Government to the States 
for transfer to such Authorities. The Authorities 
would then be responsible for the administration 
of local, State and Federal funds for the care of the 
indigent in their own areas. To avoid the pos- 
sibility that “poor man’s” medicine would result 
from such a program, Senator Hill suggested ; 
(3) That in periods of unemployment the unem- 
ployed would have continued coverage; (4) That 
the indigent select the coverage desired from 
among non-profit insurers meeting Federal stand- 
ards and authorized to do business in each such 
Authority. The indignity of a means test imposed 
at time of requiring service would be avoided 
since the hospital or doctor would be unaware of 
any distinction between those who paid their way 
and those whose care was paid for by theAuthority. 
If Blue Cross, for instance, were selected by such 
a person, a Blue Cross card no different from its 
regular card issued to all subscribers would be 
issued to each indigent family, the family having 
met standards established by the local Authority 
and approved by the Federal Government as a 
condition of its participation. Blue Cross or 
Blue Shield would then pay the hospital or doctor 
for service rendered to the indigent in accordance 
with its regular contract, billing the Authority 
for the ar ount so paid plus agreed-upon adminis- 
trative expenses. 

The need for local management of health re- 
sources is admitted by all. This would result 
under Senator Hill’s suggestion. The essential 
requirement of an effective health program-—that 


personal responsibility for the care of the sick 


be strengthened and extended—would also be 
emphasized in this kind of thoughtful planning 
and administration. In addition, it would avoid 
the possibility of setting up ‘‘poor man’s medicine”. 
Yet the suggestion has been blanketed by a wave 
of silence. It would almost appear that the 
debate upon methods is limited to the alternative 
of all-out Federal compulsory insurance or no 
insurance at all. This does not make good sense. 

I do not want to belabor attitudes, but it 
should be added that while those sponsoring 
Federal compulsory insurance are quick to criticize 


Blue Cross for not having more than 2% million 
farm subscribers, or a special program for the 
aged or the presently ill, they have been of no 
assistance in the development of a program for 
the protection of the employees of the Federal 
Government itself. For 15 years I have personally 
tried to get sponsorship of legislation which would 
authorize payroll deductions for Federal em- 
ployees. This proposal has been before Congress 
several times, either as separate measures or em- 
bodied in other legislation. It cannot be that 
the Federal Government, the largest employer in 
the United States, is less interested in its employees 
than the hundreds of thousands of employers, 
many of them State and local government units, 
who are now making payroll deductions regularly 
for voluntary insurance. Criticism of Blue Cross 
and Blue Shield by those who have sat on their 
hands in the matter of making this service avail- 
able to 3 million Federal employees and their 
families on a regular payroll deduction basis, is 
therefore hard to take. 

In summary, may I suggest that the practical 
problem at this time is the payment of medical 
care for the indigent in such a way as to strengthen 
and extend local effort and personal responsibility, 
both of those who attend the sick and those who 
pay health insurance premiums. The  over- 
burdened voluntary agencies cannot meet this 
problem, and the continued addition of this cost 
to paying-patients’ bills or insurance premiums 
has a diminishing possibility of success. The 
expansion of insurance both in extent of coverage 
and number of persons served, waits upon the 
solution of this problem. 

It will be seen that these two matters, public 
support of care for the indigent and extension of 
insurance for the self-supporting, are really one 
and the same. The more hospitals and other 
health agencies must rely upon insurance to meet 
what is the public’s responsibility, the higher the 
premium rates insurance must charge. The 
higher the rates, the less the number who can 
afford to purchase coverage. It is a cycle which 
comes to no conclusion in the solution of our 
problem. 

Criticisms of extent of coverage, or lack of 
preventive care; criticisms of rate-raking policies 
or the lack of incentive to group medical practice 
resulting from existing voluntary plans; or criti- 
cism of the limitation of those eligible for coverage; 
all have merit in their place but they only obscure 
the main issue at this time. 
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The main issue is not how to get the self-sup- 
porting to protect themselves from the high cost 
of medical care. Of course this could be done 
rapidly by passing a law. This has been done at a 
faster rate than even the friendliest critic might 
have imagined 10 years ago. Passing a law com- 
pelling payment of a tax, with the Federal govern- 
ment running the show, has many more problems 
attached to it than the orderly development of our 
present system. It is yet to be proved that such a 
solution would not leave us in a worse situation 
than we now face. The devil of. this piece is 
Government itself, with Federal government 
spokesmen claiming they can solve the problem 
for all of the people for all time, but disdaining to 
consider responsibilities that are’ plainly theirs. 

I am convinced that we have developed an 
American pattern of insurance which is unique in 
world history and which will result in ever higher 
standards of service. The effective regulation of 
hospital and medical care plans in the mainte- 
nance of these standards has now been woven into 
the laws of most of our States. This'is a guarantee 
of performance for the future. 

The non-profit Blue Cross Plans in this country 
have moved from partial coverage for dependents 
to full coverage for all; from coverage in a few 
local hospitals to a reciprocity plan which makes 
the hospitals of each Plan available on a service 
basis to the subscribers of all plans; from limited 
coverage stopping at 65 years of age (of the in- 
suree) to unlimited coverage extended to the sub- 
scriber whether he be at work or on vacation, or 
even in retirement; from a wide variety of coverage 
to the ability to offer uniform coverage to the 
employees and family members of great industries, 
such as steel, automobile and textile; from no 
subscribers 19 years ago to 40 million subscribers 
at present; and from no payment to hospitals to 
the payment of over $400 million in 1951. 

The strength, vitality, and inventiveness of these 
Plans have now been proven. The evidence is 
clear that they will fulfill their part of the respon- 
sibility in meeting unmet needs. Part of this 
responsibility, however, rests upon local, State 
and Federal government. The local non-profit 
health plans stand ready to cooperate with 
Government in fulfilling their destiny. We ask 
that the full weight of the recommendations made 
by The President’s Commission on the Health 
Needs of the Nation be placed squarely behind the 
further use and development of local non-profit 
health plans. 


LABOR LOOKS AT THE PROBLEM OF 
FINANCING HEALTH SERVICES 


NELSON CRUIKSHANK 


Labor Adviser, Mutual Security Agency 
Washington, D. C. 


I am going to discuss the point of view of organized 
labor on the problem of financing health services. 
For some. time organized labor has been more 
closely united in a common stand on this basic 
issue than on almost any other national issue. 
Moreover, I believe what I have to say also repre- 
sents the interests of wage earners generally, 
whether or not they are members of labor unions, 
as well as of all middle and low-income groups in 
the population. 

These are the people who actually pay the 
medical and hospital bills of the Nation. They 
are people who want to be healthy and need to 
stay healthy, if they are to maintain their eco- 
nomic standards of living. They are people who 
feel they have the right to participate fully, and 
on an equal basis with those who have higher 
incomes, in the benefits of scientific medical prog- 
ress of this Nation. They are people who do not 
want charity, and therefore have the greatest 
stake in getting the financing aspects of health 
care organized on as rational and as realistic a 
basis as possible. 

These people are the principal consumers of 
medical care. Our interest is to obtain the kind 
of high quality, comprehensive health care which 
we know is within our means as a Nation, and to 
use the most efficient, economical method to ob- 
tain it. It is for this reason that organized labor 
is united in demanding a system of national health 
insurance for the benefit of everyone. 

Briefly, labor has three major goals in this field: 
(1) maintenance of good health; (2) the elimination 
of the financial barrier to obtaining high quality 
medical care; and (3) an efficient and economical 
system for prepaying the cost of this medical care. 

Why does labor look to a national health in- 
surance system as an essential element in solving 
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the problem of financing health care? The ex- 
planation is three-fold and lies in the concrete 
experience which workers and their union organ- 
izations have had in this field. 

First, we know from our own experience with 
illness and accidents and the distress and even 
disasters they cause in our families, that good 
health is essential to workers’ moral and economic 
welfare. 

Second, we know the high costs of keeping well 
and restoring ourselves to health when we have 
been ill. These costs, not only to workers’ fami- 
lies but to industry and to society in general, have 
frequently been described in all their magnitude. 
Workers know these things concretely and inti- 
mately. 

Inadequate health care results in even higher 
costs in terms of unnecessary waste of human 
resources. Quite obviously, this waste can sig- 
nificantly affect our real standard of living, our 
economic strength as a Nation, and our position 
of leadership in the world. 

Third, labor has had broad and varied experi- 
ence with the so-called ‘‘voluntary’”’ imsurance 
plans. We are very much aware of both the 
distinct contributions of these plans and their 
definite limitations. 

For several years, the labor movement, through 
its component organizations, has worked for its 
objective of national health insurance through 
the accepted democratic institutions. In view of 
the demonstrated need for a solution to the 
problem of financing adequate health care, one 
might suppose that we would have received 
sympathetic interest and constructive advice 
from the official organizations of the medical 
profession. Instead, labor’s efforts have been 
met by a campaign of blocking and vilification 
on the part of the American Medical Association. 

This blocking has taken the form of simple 
name-calling and slogan-mongering, and has 
hidden behind cowardly innuendo. In addition, 


the attacks have been shifted from the ground of 
the immediate issues to an unholy alliance with 
other reactionary forces which are attempting to 
scuttle established institutions, as well as block 
the evolution of new social and economic pro- 
grams for the people’s welfare. I need only 
mention the fields of disability insurance (against 
wage loss), workmen’s compensation and old 
age security—to list some major areas in which 
the AMA has aided and abetted the forces of 
reaction. Currently we even see this Association 
opening a campaign of misrepresentation against 
one of the bulwarks of labor welfare in the world, 
the International Labor Organization. 

Most of the diatribes against labor’s program 
for a national system of health insurance could 
be met, if rational discussion sufficed, by simple 
resort to the dictionary and an agreement as to 
the specific meaning of words. For we can show 
that what we propose bears little or no resemblance 
to what we are charged with supporting. 

' There is one common, frequently repeated 
argument which can be met on its own ground. 
It is to the effect that, granted the need for a 
nation-wide system of prepayment for health 
care, this need is currently being met through the 
gradual expansion in coverage of the so-called 
voluntary plans. Increasingly, coverage under 
these plans is being extended to industrial workers 
through the institution of collective bargaining. 
Unions and their members know a great deal 
about these plans because, collectively, they have 
tried them all. Let us look at our experience. 

There are two questions I wish to deal with: 
(1) What are the facts about these voluntary 
plans— are they doing the necessary job? and 
(2) Is incorporation of medical payment plans into 
collective bargaining agreements the most satis- 
factory method of financing our Nation’s health 
needs? 

As you probably know, since 1942 a variety of 
factors have pushed unions into bargaining with 
their employers for so-called ‘‘health and welfare’’ 
benefits or funds. One major factor behind union 
policy in support of this development has been the 
unreasoning opposition to labor’s legislative health 
insurance program. Because they have been 
frustrated, unions have had to fall back upon their 
collective bargaining strength, as a temporary 
expedient to make even minimum gains in this 
area. 

Latest information indicates that most national 
and international unions have at least some mem- 
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bers covered by union-management negotiated 
health funds. The total number of workers cov- 
ered by some sort of negotiated program, financed 
in whole or in part by employer contributions, 
is now probably at about 9 or 10 million. To 
that is added several] million workers, both organ- 
ized and non-organized, covered to some degree 
by plans which have not been the result of collec- 
tive bargaining (and which, therefore, generally 
provide fewer and smaller benefits than the nego- 
tiated programs). 

Although we do not have accurate statistics, it 
is true that an impressive number of wage earners 
have some kind of health insurance coverage 
provided on a group prepayment basis. But this 
number is still only a part of the industrial working 
force. And “coverage’’ is an inclusive term that 
makes none of the distinctions which are necessary 
to determine the measure of protection actually 
provided. The deficiencies of the insurance plans 
which cover industrial workers are manifold: 

(1) The preponderance of the plans purchased 
by negotiated welfare funds provide only cash 
indemnity benefits for physicians’ services. 
For hospital services, the picture is somewhat 
better—cash indemnity type benefits are not as 
predominant. 

(2) Even these limited benefits are purchased 
at a relatively high per capita cost—compared 
to the cost at which many consumer-sponsored 
plans are able to provide highly comprehensive 
services. 

(3) There are literally thousands of different 
arrangements providing wide variations in scope 
of benefits which are not justified by any crite- 
rion, despite the prevalence of the appeal to 
“fit the insurance benefits to the needs” of a 
given group or industry. The needs are always 
comprehensive medical care. This piecemeal 
approach means inequality in benefits for 
workers even in the same community. 

(4) Despite the large sums of money often 
made available in union-management welfare 
funds, studies have shown that only a relatively 
small percent of this money is used for pro- 
viding actual health care. This varies with the 
type of program, of course, but a recent study 
made by the San Francisco Labor Council 
indicated that only about 50 percent of the 
“welfare dollar’’ goes to its intended purpose. 

(5) The typical negotiated health plan is 
hedged by severe limitations upon benefits. 
Most of the medical care provided is limited to 
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hospital-confined illness. Rarely do these in- 
surance programs include medical expenses not 
connected with a disabling illness. This means a 
large proportion of the family’s medical bills 
(estimated as high as 80 percent) does not come 
under even the intended scope of the insurance 
plan. This discourages early treatment of any 
illness, encourages a greater incidence of serious 
illness, and thus contributes to higher overall 
costs for medical care. 

(6) These negotiated programs entirely ignore 
the important preventive aspect of medical care 
which is, I believe, the major need of industrial 
worker groups. 

(7) Probably because the negotiated welfare 
benefits were originally conceived as employee 
benefits, coverage for family members is found to 
be spasmodic and generally less complete in 
scope of benefits than is coverage for employees. 

(8) Union experience has shown that, even for 
those items of medical cost which are insured, 
insurance on the average rarely covers more 
than 40 to 60 percent of the actual bill. 

(9) Dental and eye care is rarely, if ever, 
included. 


(10) Even where insurance companies, at the 
end of a year, return to its insurees (in the form 
of ‘“dividends”) a certain percentage of the 
premium which has not been used for benefits, 
this still results in a large proportion of the 
money not being utilized for health benefits 
over a given period. 


In addition, unions have discovered that a great 
many of the deficiencies of the health and welfare 
plans set up through their collective bargaining 
agreements, are due largely to the limitations of 
the indemnity approach which characterizes an 
overwhelmingly large proportion of the plans. 
From our experience we know that these limita- 
tions are inherent in the indemnity approach, and 
that we can hope for little or no improvement 
unless a change is made in the service type of 
program. 

Specifically, unions bring these charges against 
the indemnity approach: 


(1) It does not and cannot furnish the desired 
objective—actual medical services. The worker 
still must fend for himself in finding such serv- 
ices and contracting for them. 

(2) It does not provide a solution to the 
average worker’s problem of how to purchase 
necessary medical care with his available funds. 


He is still just as helpless as he formerly was in 

using his medical dollar efficiently. 

(3) It does not cover all the costs, or even any 
predictable portion of the costs, of the services 
supposedly insured for. 

(4) Most serious of all, it does not permit 
unions to improve effectively their position 
when faced with the high cost of medical care. 
We hear constant complaints from workers that, 
whenever unions through negotiations with their 
employers succeed in increasing the fund avail- 
able for medical benefits (and these funds are 
used to purchase a higher scale of benefits), costs 
of services frequently are raised proportionately, 
so that no real improvement is visible. 

Thus, indemnity plans contribute to the spiral 
of increasing medical costs, and unions are help- 
less to make any improvements in the situation. 
For example, a union research director told me 
that the day after his union had finally won a 
long-fought-for concession from the employers to 
raise hospital indemnity benefits twenty percent, 
the hospital told him that they were correspond- 
ingly raising their rates by that amount. And 
as for physicians’ services, several union officers 
have told me of their experiences in discovering, 
to their amazement, that a shift from a $150 to 
a $300 schedule of surgical benefits still left their 
members paying the same extra charges. 

I know that it is commonly contended by AMA 
spokesmen that it is unethical practice for doctors 
to raise fees for insured patients, and there are 
many pious condemnations of the practice. Such 
an approach will never solve the problem: It is 
difficult, if not impossible, to prove a deliberate 
hiking of fees. Moreover, I don’t condemn doctors 
for raising their fees, because I think it is a natural 
reaction and is consistent with their traditional 
sliding-fee scale that is based upon a patient’s abil- 
ity to pay. Under such circumstances, it seems 
to me that it is only natural for a doctor to look 
upon an indemnity insurance policy as an addi- 
tional financial resource of the patient. As long 
as benefits are paid solely in cash with no guaran- 
tee of the medical services it will actually purchase, 
this constant upward pressure on fees can be 
expected. Thus, we have the astounding spec- 
tacle of a highly advertised system of insurance 
which actually provides little or no insurance. 

These remarks refer to commercial insurance 
as well as to the medical society plans controlled 
exclusively by doctors. As long as there is no 
effective consumer representation on these pro- 


grams, there can be no effective control over the 
problems of cost. This applies particularly to 
the medical society plans which play up their 
“non-profit” character and yet are exclusively 
controlled by the very doctors who give the serv- 
ices at fees which they establish. However 
honest, no one can be entrusted with spending 
another person’s money economically when it is 
primarily a matter of paying himself. 

My comments apply strictly to the prevailing 
insurance plans on which the preponderance of 
union welfare funds have been spent. They do 
not apply at all to several outstanding, compre- 
hensive service programs, some of which unions 
have established, and which in other cases unions 
have joined. Among the union-established plans, 
I am referring to one of the country’s leading com- 
prehensive group-practice service plans, the Labor 
Health Institute of St. Louis; to the well-known 
health centers in several cities of the International 
Ladies’ Garment Workers’ Union and the Amal- 
‘gamated Clothing Workers of America; and to the 
service plans established by certain locals of the 
Butcher Workmen, Hotel and Restaurant Em- 
ployees; and a few other unions. Among the 
existing non-profit service plans supported by 
labor, I am referring to the Health Insurance Plan 
of Greater New York, the Group Health Associa- 
tion of Puget Sound, the Arrowhead Health Asso- 
ciation in Minnesota, the Permanente Plans on 
the West Coast, and many others. These pro- 
gressive programs are all going in the direction 
which we in the labor movement wish to go, pro- 
viding a sound base for local, consumer-controlled, 
comprehensive, medical services which will be 
able to continue even more effectively under the 
stimulus of National Health Insurance. 

My remarks should not be construed as a criti- 
cism of the collective bargaining approach in 
matters of welfare for workers. The great con- 
tribution of labor-management collective bargain- 
ing to social and economic progress, and particu- 
larly to the improvement of the status of the 
industrial worker, is an important factor in our 
American way of life. Collective bargaining fits 
many problems admirably. In the face of the 
AMA’s stubborn opposition to labor’s efforts to 
make progress in the field of social security legis- 
lation, a remarkable job has been done through 
collective bargaining, and labor has been given an 
opportunity to gain a great deal of extremely 
valuable experience for understanding the prob- 
lems involved in providing social security benefits. 
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This is particularly true in the field of health. 
But I and many others in the labor movement are 
convinced that collective bargaining cannot be as 
successful in providing all the needed health bene- 


.fits as it has in providing benefits in many other 


areas of social welfare. When the normal chan- 
nels of the legislative process are blocked, the 
genius of collective bargaining is to get something 
done quickly. The fact that many separate 
groups, of varying size and composition, take part 
in collective bargaining, means that the many 
different approaches to health insurance have been 
tested experimentally. Collective bargaining, for 
example, has well demonstrated the extraordinary 
administrative and cost advantages of group 
coverage over individual purchase of insurance 
protection. 

These contributions cannot blind us, however, 
to the shortcomings of the collective bargaining 
agreement in this field. As the recent San 
Francisco Labor Council study so clearly demon- 
strated, vast sums of money earmarked for health 
care are wasted. The health plans set up under 
collective bargaining agreements require a multi- 
plicity of administrative operations and consequent 
high cost. The variety of plans results in an 
unequal distribution of coverage, of benefits, and 
of health security, that bears no relationship to 
the varying needs of the persons covered by the 
plans. The collective bargaining plan can take 
advantage only of the existing voluntary health 
insurance plans available in a given community— 
programs which normally provide limited benefits 
and pay only a small percentage of the worker’s 
medical bill. Finally, the collective bargaining 
approach is usually unable to establish the neces- 
sary consumer control over the economic and 
financial aspects of health care administration, 
which is an essential element in any system that 
promises to bring the full advantages of modern 
medicine to the American people. 

Labor has tested the voluntary plans and, with 
the few exceptions I noted, has found them seri- 
ously wanting. We are confirmed in our support 
for a system of National Health Insurance. We 
feel we have a right to demand that a small-interest 
group should not continue to be permitted to block 
our efforts in working toward our legitimate goals. 

In the field of disability insurance—compensa- 
tion for loss of income due to illness—we feel we 
have a right to demand that the AMA and other 
groups withdraw their opposition to the establish- 
ment of State programs having a sound actuarial 





120 


basis and adhering to federally established stand- 
ards of operation. 

In the field of medical and hospital care we 
feel that a nationwide system of insurance is the 
only economical and fair solution to the problem 
of financing medical care for all the American 
people. It alone will provide the equality, uni- 
versality and efficiency we have a right to expect. 
It alone can make possible the establishment of 
adequate standards of medical care, emphasizing 
the principles of prevention, comprehensiveness, 
complete family coverage, and insurance rather 
than charity. I want to make it very clear that 
labor does not want to see repeated in this broad 
field of disability and medical care, the same sad 
experience it has had with commercial insurance 
company domination of medical care under 
workmen’s compensation. 

Our support of a system of National Health 
Insurance does not mean that we are not equally 
concerned with the improvement of existing vol- 
untary plans along the lines of the standards I 
have suggested. In addition to the few instances 
of current labor experience with their own compre- 
hensive medical care plans (which are working out 
most successfully), we are well aware of the long 
experience of several comprehensive service plans 


established by other groups. They have amply 
shown us that it is indeed possible to offer a pro- 
cram of full comprehensive medical care at costs 
which are less or no greater than the costs of the 
limited services that can be obtained in the best 
of the other currently available plans. I might 
add that here also medical societies have thrown 
up roadblocks to progress by coercive action upon 
doctors, and by pushing through legislation, 
which has made it difficult for such comprehensive 
plans to operate and thus provide us with impor- 
tant experimental data on the problems of organ- 
izing and financing these comprehensive services. 

We feel that support of National Health Insur- 
ance does not exclude encouragement of the full 
and free development of comprehensive voluntary 
plans. We should advance along both fronts—the 
legislative and the voluntary—at the same time. 
We will support all efforts to establish the following 
principles: comprehensive service benefits; con- 
sumer representation; experimentation in methods 
of group practice of medicine, in the distribution of 
care, in the prevention of illness, and in health 
education; and a scheme of financing which will 
assure the lowest administrative costs with the 
highest benefits per dollar. 
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INDUSTRY LOOKS AT THE PROBLEM OF 
FINANCING HEALTH SERVICES 


HAROLD S. VANCE 
Chairman of the Board and President 


The Studebaker Corporation 


South Bend, Indiana 


Perhaps no single accomplishment in recent years 
has revealed more sharply the new era in which 
industry and business find themselves than the 
establishment of industrial health insurance and 
pension plans. I can think of no single trend 
which indicates more unmistakably the ‘humani- 
zation”’ of industry than the widespread adoption 
of insurance programs which provide benefits for 
employees in time of illness and give financial aid 
to the employee’s family if death removes the chief 
wage earner. 

It seems to me that we have come to realize that 
our workers, far more than our machines and tools, 
represent the real investment in any industry or 
business, and that upon them depends the real 


success or failure of any industrial or business 


undertaking. We have, I think, become increas- 
ingly aware of the responsibilities which “big 
business’’, if you want to call it that, must shoul- 
der, and by ‘big business” I mean not only 
management but labor as well. 

I have been told that about one-third of our 
entire population today is entitled to hospitaliza- 
tion as the result of payroll deduction plans. It 
has been estimated that more than 7,500,000 
workers are entitled to additional benefits 
through their participation in company-sponsored 
health and welfare programs. This, .of course, is 
only a beginning, but what a beginning! 

We at Studebaker realize that happy people are 
productive people, and that unhappy people are 
not. We know that sick people are not happy 
people. We therefore do all we can to keep our 
workers well, and, in the event accident or sickness 
do strike, to get them back on the job as quickly as 
possible. 

Studebaker is extremely proud of the coopera- 
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tive nature of its insurance program, for it is one 
to which both labor and management contribute. 
And, although the plan is entirely a voluntary one, 
99.4 percent of our working force—all but an 
infinitesimal fraction of our personnel—participate 
in the plan. We believe that the extent of our 
employee participation represents a powerful 
endorsement of the principles upon which our 
program is based and of the manner in which it 
is administered. 

Health insurance at Studebaker is by no means 
a new development, but it has been so vastly 
improved and the coverage so tremendously 
broadened that our present program bears little 
resemblance to earlier plans. Let me tell you 
something about it. 

As I have already pointed out, our insurance 
program is entirely voluntary. We want it that 
way. It is financed by both the company and 
the employee. We believe such cooperative effort 
is sound. The program is administered not by 
management nor by the company, but by the 
employees—who themselves selected the under- 
writing agency. I believe that in this respect our 
plan is unique. 

Each employee subscribing to our health insur- 
ance program contributes 70¢ per week. To this 
amount the company adds $1.25 per week for 
each employee. The program provides not only 
health insurance but life insurance as well. If the 
employee wants accident or sickness coverage for 
his wife, he pays an additional 80¢ a week, making 
a total of $1.50. For another 10¢ a week, or a 
total of $1.60, the employee receives coverage for 
his entire family with no restrictions as to the 
number of dependents. 

What does a Studebaker employee receive for 
his weekly premium? Let me review some of the 
benefits: 

Each policy includes an employee death benefit 
of $3,000. When an employee retires, this prin- 
cipal is reduced to $2,000 during the first year of 
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the worker’s retirement, and to $1,000 during the 
second year of retirement. The principal remains 
at $1,000 during subsequent years until decease. 
It should also be explained that any employee 
eligible for retirement benefits pays nothing toward 
the cost of the premiums after his retirement. 
Moreover, the employee is also entitled to hospi- 
talization after his retirement, a provision which 
has been effective since August of this year. 

Our insurance plan provides a $35 weekly disa- 
bility payment for a period of 26 weeks. It 
provides a $50 monthly payment for a maximum 
of 60 months in case of total or permanent disa- 
bility. It provides full payment of ward or semi- 
private hospital room for both employees and 
dependents, and up to $9.50 toward the cost of a 
private room. It contains a “‘no limit’’ clause for 
miscellaneous medical fees and for hospital first 
aid. It pays $10 for ambulance service, up to 
$125 for maternity, up to $400 for surgery; it even 
pays prescribed amounts for doctor calls—either 
at the employee’s home or at the hospital. 

Some of these provisions may sound familiar to 
you, but their industrial application was in many 
instances pioneered by Studebaker and adopted 
by us long before they were put into use elsewhere 
in industry. 

Studebaker was the first to introduce a ‘‘full 
hospitalization’ plan for industrial employees. 
We were the first to specify X-ray and laboratory 
payments on a “per disability” rather than a 
“per year” basis. Many policies allow a maxi- 
mum of $50 yearly for such services; ours pro- 
vides such a maximum for each disability. 

Studebaker was the first to provide payments 
for doctor calls which did not involve surgery. 
Our payments for these calls, moreover, are based 
upon a “per disability’, not on a “per year’’ basis. 

Our industrial insurance was also the first to 
include $400 surgery schedule—the first listing of 
this kind to appear in any industrial health insur- 
ance policy. This schedule, I want to point out, 
was drawn up with the help of the St. Joseph 
county medical society and the splendid coopera- 
tion we receive from our local hospitals and phy- 
sicians is one of the underlying reasons for the 
success of our plan. All fees charged by doctors 
in the South Bend area for services rendered our 
employees are based upon the fixed table provided 
in the policy. Chiseling, I am happy to say, 
has been practically non-existent. You may also 
be interested to know that every physician in our 
area has on file, ready for use when needed, 


claim forms which he himself, through his medical 
society, helped to prepare. Our entire health 
program is endorsed wholeheartedly by the 
medical profession in our community and our 
physicians have, in a sense, become partners in 
the overall program. 

Our health insurance program is unique in that 
it permits employees to choose their own agency 
to underwrite and administer the plan. Some 
years ago our workers, acting through their union, 
selected the Benefit Association of Railway Em- 
ployees to administer the plan, and this associa- 
tion is currently handing the program. Work- 
ing with the B. A. R. E. is a board of directors, 
composed entirely of employees, which oversees 
the program. These directors are also organ- 
ized into a number of sub-committees dealing 
with safety, unemployment, workmen’s compen- 
sation, blood donations, physicians’ services, and 
other matters. We have also a full-time, on-the- 
ground administrator, paid by the union. Our 
claims, I might add, are paid the day after 
they are received, and if any employee feels in 
any way dissatisfied with a settlement or with 
any phase of the program he has the right to 
present his grievance to an employee committee for 
redress. 

On January 1, 1952, our insurance reserves for 
hourly-rated employees totaled over $1 million. 


‘This money may be used only for increasing our 


workers’ benefits (without extra cost to the work- 
ers) or for further waiving of premiums for em- 
ployees during layoffs or plant shut-downs. 

You may be interested in a few figures illus- 
trating the extent of our payments. In 1951, for 
example, $274,885 was paid out for surgery alone. 
Expenditures for medical calls amounted to 
$264,775. Laboratory fees and X-ray payments 
amounted to $81,950. And during a four-month 
period ending Aug. 31 of this year, payments to 
hospitals for services rendered our hourly-rated 
workers amounted to $454,216. These figures will 
give you some idea as to the scope of our insurance 
program. 

We realize, of course, that along with curative 
medicine must go preventive medicine. Specif- 
ically, we try to prevent accidents and illnesses, 
and in this respect we have had a gratifying 
measure of success. 

In 1942, just ten years ago, our rate of lost-time 
accidents per million man hours was 11.26. In 
1951 this rate had dropped to 3.71, well below the 
national average of 6.2. The rate of 3.71 was 


based upon an average working force of 19,575 
employees—working a total of 34,241,548 man 
hours. 

We have had three deaths as the result of acci- 
dents within the past three years, and each one 
occurred because of a rule violation on the part of 
the employee. We have had only one eye loss 
within the past 10 years. 

Our accident prevention staff consists of a full- 
time safety director, a man who, incidentally, has 
been with the company for 32 years. There are 
four full-time assistants who help conduct our 
safety program which reaches every nook and 
cranny of the plant. 

We have scores of safety measures and regula- 
tions designed to keep our accident rate at rock 
bottom. Typical of such measures are these: 
safety glasses; periodic checking of carbon monox- 
ide areas; careful examination and replacement of 
respirators worn by employees in grinding or 
painting operations; safety goggles; automatic 
guards to protect the arms and hands of machine 
workers; yellow floor lines to mark off danger 
areas and white lines to designate main aisles and 
feeder aisles; safety shoes; barricades and red 
warning lights where floor openings occur. We 
insist on special blood tests for paint spray 
operators and the periodic examining of em- 
ployees engaged in foundry work or who are ex- 
posed to dust from grinding operations. Elevator 
operators must pass special examinations for 
vision, heart and reflex actions; cafeteria workers 
must undergo tuberculosis and blood _ tests. 
About once every two years plant-wide X-rays of 
all workers, hourly-rated and salaried alike, are 
taken in order to bring about the complete rout of 
what we once called the ‘white plague.’”’ And 
now that we are producing jet engines, we have 
had to establish an entire new set of rules since jet 
engine production requires certain safety measures 
quite different from those governing automobile 
production. Heading our safety program in our 
aviation division is a full-time director who is 
personally familiar with every step in the manu- 
facture of jet engines. 

We have devised a system of daily checks and 
reports on all employee injuries, and copies of 
these reports are forwarded to all plant foremen so 
they can determine whether personal carelessness 
is involved in accidents or whether additional 
protective devices or measures are necessary. 

In spite of every human precaution, however, 
accidents happen. When and if they do, we are 
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prepared to cope with them. We have a medical 
staff that is skilled, well-trained, efficient. Head- 
ing our staff is a full-time physician who is also our 
medical director. Assisting him are two part- 
time physicians and a corps of 18 nurses. We have, 
located in our plant area, five medical stations—a 
main hospital and four smaller depots strategically 
distributed throughout the plant. The medical 
director and two part-time physicians have their 
headquarters in the main plant hospital, and a staff 
of seven nurses assists them. The other 11 nurses 
are on duty at the four auxiliary hospital centers 
located in the foundry, the body plant, the parts 
and accessories building, and the aviation plant. 

Our medical facilities are of the finest. We have 
a surgery and sterilization room; an X-ray room; 
a laboratory for blood tests and urinalyses; five 
dressing rooms; one room devoted exclusively to 
eve examinations and treatment; two physicians’ 
offices; a stock room; a nurses’ room. Each of the 
dressing rooms is a small hospital in itself, adequate 
for all first-aid and medical work short of surgery. 
Our main hospital operates on a 24-hour basis; 
others operate sixteen or eight hours per day de- 
pending upon the number of working shifts 
involved. 

Physical equipment is far in excess of the mini- 
mum required to handle the types of industrial 
accidents and injuries anticipated in a plant like 
ours. There are complete facilities for conducting 
minor surgery, such as the amputation of fingers 
or toes. The staff is equipped to give anesthetics 
and to make and apply casts. There is a physical- 
therapy department where infra-red lamps yield 
relief to workers suffering muscular aches and 
soreness. There is also the most modern resusci- 
tation apparatus which can be rushed quickly to 
any spot in the plant. And within a short time 
we shall have our own company-owned and op- 
erated ambulance in service, providing even further 
service to our employees. 

The health of our employees is of vital concern 
to us and we do everything we can to conserve it. 
Each new worker is given a complete physical 
examination, including a blood test, and a perma- 
nent record for him is filed. An employee’s med- 
ical record contains not only the results of his own 
physical examination and of other treatments he 


may receive from time to time, but a history of any 


trouble such as tuberculosis, diabetes, rheumatism, 
or other illnesses by members of his family. Sum- 
maries of all treatments given in the plant hospitals 
become a part of an employee’s record. Our 
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interest in a worker does not stop until a complete 
healing or cure has been effected. An employee 
who is absent from work longer than 30 days must 
take another physical examination before returning 
to his job. 

We have, therefore, attacked our employee 
health problem from three directions. We do 
everything we can to prevent accidents or illnesses. 
That is our first step. But when accidents or 
illnesses occur, we have the means to cope with 
them until the seriousness of them can be deter- 
mined and appropriate action taken. That repre- 
sents our second step. And, since accidents, 
illnesses, or deaths always present financial bur- 
dens for either the employee or his dependents, 
we have the insurance which lightens the load. 
That represents our third step. 

This Commission is concerned with health 
insurance programs and the contributions which 


management and labor can make toward their 
installation and effectiveness. I hope I have 
made it clear that we at Studebaker regard this 
problem as a joint one for management and labor. 
We believe both should contribute their share 
toward an employee health program. And above 
all, we believe that, insofar as employee partici- 
pation is concerned, the program should be a 
voluntary one. All of us at Studebaker are 
enthusiastic about our health insurance program, 
for it contains features found in few other indus- 
trial insurance plans. We believe we are demon- 
strating that a low-cost, voluntary insurance 
program can work, that it assures good medical 
care and adequate financial assistance, and that 
it is in keeping with the American tradition and 
belief in competition and free enterprise, whether 
that competition pertains to making automobiles 
or employee health insurance programs! 


HEALTH SERVICES AND THE EXPANDING 


AMERICAN 


LEON H. KEYSERLING 


Chairman, Council of Economic Advisers 
Washington, D. C. 


Before getting into the main theme of my discus- 
sion, I should like to set forth two of my basic 
assumptions about medical economics. 

First, I assume that the cost to a nation of 
illness exists whether we deliberately finance that 
cost or not. In other words, if a part of our 
population suffers from ill health needlessly, the 
Nation bears that cost regardless of whether or 
not it decides to finance that cost. 

Second, I assume that the cost of any national 
undertaking must be paid for mainly when the 
service is rendered, and that methods of financing, 
while they may seem on the books to shift or delay 
that cost, can’t get away from the fact that the 
real cost of any service is the manpower, the 
brains, and the materials which furnish the service. 

Therefore, the extent to which a nation can 
afford the cost of any service is determined by the 
resources currently available to perform that 
service, which involves also a decision by the 
people that that service is more needed than other 
services, taking into consideration the fact that 
even a strong nation can’t do everything at once. 

I am going to try in the limited time I have 
this morning to give you a general picture of the 
productive resources of the United States, what 
we are producing each year, what we can produce 
each year, what kinds of general economic and 
financial problems this seems to be presenting to 
us. Then I shall let you formulate your own 
judgment, as to whether the cost of adequate 
medical care, however financed, comes high 
enough on the list of our national priorities to be 
afforded within the general economic resources of 
a country as strong and productive as the United 
States. 

Of course, I recognize that this involves certain 
specialized problems. We may have enough man- 
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power in general, but not enough trained man- 
power in this field. But I am deeply aware of the 
fact that, aside from these specialized problems 
with which you have been wrestling as experts, 
there hangs over the United States a pall of mis- 
representation, a pall of fear, a pall of inadequate 
analysis, to the effect that we have reached a point 
where we cannot afford some of the things which 
I, and I suppose you, would place very high on 
the list of our national priorities. 

I want to give you one striking example of the 
confusion on this matter which now exists. We 
hear simultaneously, and frequently from the 
same sources, two conflicting statements which 
enter into our consideration of every aspect of 
national policy, whether it be health or whether 
it be national defense. 

We hear on the one hand that our resources, 
our material resources, our Manpower resources, 
our financial resources, are now so strained by 
the great programs which we are undertaking 
that, if we did any more, we would wreck our 
economy. 

At the same time we hear, on the other hand, 
and I say advisedly to a large eatent from the same 
sources, that even with all we are doing, we will 
within six months or a year, run into a depression 
because we have built up our productive resources 
so greatly that we will not have brains enough to 
know how to use them fully, even with as large 
a defense program as is now contemplated. 

Now from the viewpoint of fundamental eco- 
nomic analysis, I say that only one of these 
alternatives can be true. I think that neither is 
true, but both of them can’t be true. 

We can’t be straining our resources to the point 
that if we take on any additional burden, we will 
wreck ourselves; and at the same time have so 
much of productive resources that we will run 
head-on into a depression arising from our in- 
ability to use the manpower and brains and tech- 
nology and productive strength which we have. 
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We have got to choose which of those two situ- 
ations, if either, confronts us. I happen to think 
that the second situation is closer to us than the 
first, although it is not inevitable. I happen to 
think that we have already built up our technology 
and our manpower and our productive resources 
to the point where the great problem ahead is to 
find ways of using them fully and wisely. Con- 
sequently, I think we must take this into consider- 
ation with respect to the health problem. 

Now, in order to indicate this proposition a 
little more clearly, I am going to show you just 
a few charts. 

On these charts, I have attempted to show 
what has been happening in the American economy 
during the turbulent years since 1939, and what 
I would project is likely to happen within a broad 
range over the next few years, assuming that we 
will be faced with heavy world responsibilities, 
but assuming also that we will be able to avoid a 
third world war. Of course, if we don’t avoid a 


third world war, we will be in an entirely new 
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geometry where anything that we might be talk- 
ing about now would become antiquated, so I am 
acting on the assumption of a continuing period 
of stress, but short of total war. 

In these charts I have set forth what has oc- 
curred in the United States economy in uniform 
dollars, at the 1951 price level, so as to show what 
really has been happening to our resources. I 
have divided the analysis into three parts. 

The top part of the chart on gross national 
product indicates the services and the goods which 
have been flowing to 155 million consumers. 
This is what the people have been getting in food, 
clothing, medical care, automobiles, and all the 
other things that make up the needs and niceties 
of life. 

The middle part of the bar indicates that part 
of our resources which has been going into the 
building up of our productive strength through 
capital formation, through the building of fac- 
tories, through the sharpening of tools, through 
the introduction of new technology, through all 
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the things that we call business investment, and 
that is a very important part of the bar because 
it is the foundation of all of our productive 
strength. 

The bottom part of the bar represents those 
programs which we as a free people have under- 
taken to do together because we could not do 
them separately, namely programs of govern- 
ment, Federal, State and local. 

Now, in brief, what the chart shows is this. 
1939 is the first bar. By 1944, we had undertaken 
a huge program, a program of fighting World War 
II, which necessitated enormously enlarged activi- 
ties by the people through their Government, 
mostly national defense. By 1944, this bottom 
part of the bar, representing a new and added 
burden upon the American economy, was almost 
as large as the total bar had been in 1939. And 
there were many people who thought that, 
because of the enormous expansion of defense, 
the other needs and services required by the 
American people would be terribly strapped. 

But that is not what happened, because our 
technology and out brains and our managerial 
skills so enlarged the total national product that, 
in the year 1944, we had more consumer goods 
than we had had in 1939, despite rationing, 
despite controls, despite the fact that some people 
didn’t have as much because there was a more 
equitable distribution. In fact, in 1944, at the 
peak of the great war, we had a larger availability 
of resources for the general servicing of the needs 
of the people than we had in 1939. 

Then World War II ended, and there were those 
who, having felt at the beginning of World War II 
that we didn’t have the resources to satisfy our 
needs, felt that we had such great resources that 
we were going to slide quickly into a major 
depression through inability to use them. Yet, 
I want to point out that by 1948, and by 1950 
as well, we had practically re-diverted to the supply 
of our civilian needs the great productive power 
that had been built up during the war. In other 
words, we had beat our swords back into plow- 
shares. The only way we could do that was by 
an enormous rise in the general standard of living, 
which enabled us to use the productive power that 
we had, and to absorb it in peacetime pursuits. 

And may I say that this was not made possible 
by the cold war. Although, unfortunately, we did 
have a cold war, nonetheless the programs repre- 
sented by total Government programs, measured 
in 1951 dollars, shrank by an annual rate close to 
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$115 billion, so that with a shrinkage of about $115 
billion in the annual level of public expenditures, 
we nonetheless maintained a peacetime economy 
through the enlargement of the services of all 
kinds to the American people. 

And if these had not been that enormous en- 
largement of civilian services, we would have had, 
under most dangerous world conditions, the post- 
World War II depression which almost everyone 
had so much feared. 

Then we ran into the new challenge of the 
Korean threat, and there were a great many peo- 
ple who said, and said with some a priori validity, 
that since the economy was operating at such a 
high level in 1950, it was utterly impossible that 
the additional burden of the defense program 
could be placed upon us without an extraordinary 
shrinkage in supplies available for civilian use and 
supplies available for business use. 

I thought at the time—and it turned out to be 
more or less correct—that we still had a technol- 
ogy and still had a productive power which would 
enable us to carry the increased post-Korean de- 
fense burden, and at the same time continue the 
enlargement of both our business resources and 
our civilian supplies. That, in fact, is what has 
happened. 

We find that, by the middle of 1952, while we 
have tripled defense outlays—and I am measuring 
it in uniform dollars, which means measuring it 
in terms of real resources, the goods, the services 
that are being required for that purpose—there 
has been a further increase in civilian supplies, 
and an enormous increase in the amount of mate- 
rials and productive strength going into the build- 
ing up of our productive business facilities. 

We have now so enlarged the productive power 
of the United States in general economic terms 
that the very people who a few years ago were 
concerned that the defense program could not be 
carried without an enormous sacrifice of civilian 
supplies and general standards of well-being, are 
now concerned that even with that defense pro- 
gram we are not going to be able to distribute 
among the American people enough food, enough 
clothing, enough services, enough things of vari- 
ous kinds, to keep busy that part of our productive 
plant which is not absorbed in the defense pro- 
gram. And you would now find eight business 
analysts who are worried about this problem for 
every two who are worried that, because of the 
defense program, we must cut down or cut back 
on general services to the people. 
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Now let’s move into the future a little bit, and 
I want to say that my projections are very con- 
servative. The only way that you can indicate 
that a projection is conservative is by showing that 
all of your past projections have been very con- 
servative. All the estimates that I made in 
48 and ’49 as to where the economy would be by 
52, while some of them sounded unreal, far 
undershot the mark of what the economy actually 
accomplished by 1952. 

My projection is extremely conservative. It 
does not assume any lengthening of the work week, 
although I think that in view of the world re- 
sponsibilities that we now face, some people 
might work a little more than 39 or 40 hours a 
week. It doesn’t assume drawing into our labor 
force any of the kind of secondary workers who 
were drawn in during World War II, except those 
who decided voluntarily after World War II 
that they wanted to supplement the family 
income by remaining in the labor force. It 
doesn’t assume the application of atomic energy or 
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any particular new discoveries of science or inven- 
tion to the American scene. In other words, it 
assumes a rate of productivity increase approxi- 
mately similar to what we have been registering 
in recent years—although I think in fact that the 
productivity increase will be a little bit higher. 

Now, assuming all of that, I have projected 
the now estimated cost of the defense program 
over the next few years, and then attempted to 
estimate how large will be the amount of our 
national product left over for other purposes. 

And what I come out with is this: contrasting 
the year 1954 with the year 1952, I estimate that 
there will be a need for an increase in the annual 
civilian consumption of goods and services of 
about $12 billion. With reference to a 10-year 
period, it would seem to me that by 1962 we 
would have to have within this country a level 
of distribution of consumer goods and _ services 
about $100 billion higher than at the current time. 

Now, let me just take that $100 billion figure 
and talk about that a little bit. To simplify it, 
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it means that without strain we will have within 
ten years a technology, a labor force, a degree of 
business skills so vast that, in order to avoid 
wide-scale unemployment of manpower and ma- 
terials both on the business side and on the labor 
side and on the farm side, we will have to find 
about $100 billion worth of additional markets in 
the United States for consumer goods and services. 
And this assumes a large and healthy recognition 
of our world responsibilities and a high level of 
investment abroad. 

Now, where are we going to find in the United 
States this market for $100 billion of additional 
consumer goods and services? That is the es- 
sential economic and social problem that we face. 

I am inclined to think that a large part of that 
additional market for goods and services will have 
to come in new products. For example, while 
there are many families in this country who suffer 
from malnutrition, the standard of food supply in 
the United States is fairly good. This is also true 
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to a degree with respect to such things as clothing. 
We all know that, while the standard of covering 
of the American people during the past few years 
has been rather good, it is quite possible that even 
from the long-range point of view we have over- 
expanded our textile producing industries. 

I also think, that there are some limits to how 
far we can expand the consumption of automobiles, 
either from the viewpoint of cars or from the view- 
point of roads. Consequently, I think that a great 
area in which the standard of living must further 
improve at a fast rate, is in those types of services 
where we have not yet built up to a satisfactory 
standard. 

One of the most important of those obviously is 
housing, which is intimately connected with health, 
and which affords great outlets for business invest- 
ment. Another, I think, is in the expansion of 
health services. 

It seems to me that a great expansion of the 
health services of the American people over the 
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next 10 years, with the allied expansion of housing 
facilities, is one of the great outlets that we have 
for the progressive expansion of our standard of 
living, for the progressive enjoyment of our pro- 
ductive facilities, which alone is the alternative 
to those productive facilities becoming a Franken- 
stein to destroy us rather than a blessing which 
they were intended to be. 

Before closing, I wish to make one more point. 

You have heard a great deal about various na- 
tions of the world which have been strapped by 
dollar shortages, by gold shortages, by financial 
problems of one kind and another. Let me say in 
summary that there is no nation in modern times 
which has run into financial problems except as 
those financial problems were a reflection of their 
resource condition. The problems of India, the 
problems of England, the problems of the coun- 
tries of Western Europe, stem from the basic fact 
that they have not the manpower and the pro- 
ductive resources to satisfy their various national 
needs in the proportion demanded by the priorities 
of their people, and therefore they have financial 
problems. 

The people of the United States have financial 
problems in a sense, but so long as we have pro- 
ductive resources begging to be used in the servic- 
ing of our people, dangerous financial problems 
will arise only if we let those resources run lag- 
gardly, that is, if we do not use them. 

The great economic problem that this country 
faces is how we are going to utilize fully our re- 
sources over the years ahead. I see a great oppor- 
tunity in the expansion of health services. I am 
not an expert as to how these services should be 
financed, or how costs should be borne. All I am 
interested in is seeing it done in the way that 
makes adequate health services progressively avail- 
able to the people who need it most and who, under 
the current income structure or any projected in- 
come structure, are less able to get adequate med- 
ical service under the system as it now operates. 
It is by enlarging the base of those able to obtain 
services that additional markets are created, in 
the field of health services as in other fields. 

Eprror’s Note: The remainder of Mr. Keyser- 
ling’s remarks followed the paper presented by 
Mr. Schmidt and were, in part, in response to ques- 
tions from members of the Commission. 
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When we, the people of the United States, 
decided in the peaceful and different 19th Century 


that we wanted to get a rapid expansion of the 
West, we, the people, subsidized the railroads; we, 
the people, set up homestead laws; we, the people, 
did a lot of things that even the rugged and 
vigorous people moving westward couldn’t do by 
themselves. 

And when we, the people, in the 20th Century 
decided that there was need for rapid tax amorti- 
zation to help industry to expand, we, the people, 
did it, and heard very few complaints from the 
industries which benefited thereby, and I have 
championed that program. 

And if we, the people, should decide that in 
terms of our resources we want the growth of 
health facilities to be more rapid than they are 
under the normal processes of individual decision, 
then I suppose that we, the people, will find some 
way to do it. 

Now, on the specific question about figures, the 
figures I have already presented are figures on 
over-all growth. Due to the shortage of time, I 
have not been able to make my full presentation. 

However, on a per capita basis, allowing for 
price change, allowing for higher taxes, and 
allowing for population growth, the annual per 
capita personal income of the people of the United 
States has risen by about $425 since 1929, or more 
than $2,100 for a family of five. This is the in- 
crease in spendable income after taxes, adjusting 
for price change and population growth. 

Per capita disposable 
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Now, this isn’t something which needs to be 
demonstrated statistically to this group. What 
informed person doesn’t know the immense in- 
crease which has taken place in our productive 
capacity and our standard of living? 


Why, taking the part of the country which I 
come from, a rural part of the South where this 
problem of additional services is particularly 
acute, I remember when the average working 
family in that part of the country was living on a 
diet of grits and a little cow peas poured over it. 
What are they eating today? 

I remember when they were living in shacks, 
and there are still too many shacks, but look at 
how much better they are housed now. And they 


are getting better medical care than they were, 
although that hasn’t improved as rapidly as some 
other things. | 

No one can deny there has been enormous prog- 
ress. And I think that the potential for further 
productive progress is even greater now, partly 
because of the enormous expansion of our indus- 
trial strength, the industrial strength built up by 
our enterprise system, not without considerable 
galvanizing influence by the things that we, the 
people, have done together. 

And all I am saying is that, with respect to the 
burden of finances upon the economy, with respect 
to our resources, there is room within the United 
States within the next 10 years for an enormous 
expansion of health services to the people. We 
have the manpower for it, we have the brains for 
it, we have the physical resources for it, we have 
the plant for it, and we have the means of financing 
it. 

Whether this should be done locally or Federally, 
whether it should be done through one system or 
another is, as I said at the beginning, a matter to 
be considered by you and I don’t intend to go into 
that. 

I think it requires a rounded program, and I 
have wanted to address myself solely to the 
question of whether our resources are or are not 
strained to the point that we need to go slow with 
respect to enlarging these services. 

I think our resources are such that we can afford 
as a nation to expand these health services greatly. 
I value free selection, free choice, individual 
initiative, but I don’t think that health and 
educational services cut across initiative. 

I think there are many parts of the country 
where we are now operating at a relatively low 
standard of productivity for the very reason that 
health services and educational services and other 
basic services are not at a high level. I think the 
history of our industrial development will show 
very clearly that it is where these services have 
been most adequately performed that we have 
most fully released the energies and the initiative 
and the variability which has been at the source 
of our industrial growth. 

There are two questions:—one, what we can 
afford, and the other the question of priorities. 
I have tried to give some measurement of what 
we can afford as a nation. 

Now, the only way I can measure what we can 
afford is by what our expanding productive poten- 
tial is, conservatively figured. I agree completely 
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that any talk about getting something for free is 
nonsense. You don’t get anything free. Every- 
thing you get in this world has to be paid for. 
It has to be paid for with human effort, with skill, 
with brains, with plant and with resources. 

The method by which you finance something 
cannot hide, cannot avoid, the cost. The only 
question to be considered in how you finance it is 
whether the method of financing galvanizes rather 
than retards the service that you want to get, and 
whether it provides a distribution of the cost on 
a more equitable basis according to the free tests 
of a fair people. 

I have tried to give an overall measurement 
of what we can afford by saying that we easily 
have the power and the potential within this 
country of expanding our civilian supplies to the 
people, of all kinds, ranging across food, clothing, 
health, automobiles, radio sets, television, etc., to 
about $100 billion higher at an annual rate 10 years 
from now than the current annual rate. 

Now, you ask the question what part of that 
$100 billion, roughly speaking, should be directed 
toward the expansion of health services. I can’t 
answer that in specific terms. I think it would be 
pretentious for me to say the answer is 2 billion, 
3 billion, 4 billion, 5 billion. All I can lay before 
you is the fact that we are going to have to 
distribute goods and services to the American 
people by $100 billion a year more, speaking 
conservatively, by 10 years from now than we 
are doing now. 

And then you have to judge, whether or not 
health services occupy a high enough priority to 
justify the initiation and improvement of programs 
which will allocate a larger part of our progress to 
the improvement of the people’s health, viewing 
what you know about what the people are getting 
by way of 15 million television sets having been 
added to American homes in the past few years, 
the number of automobiles, the standard of food 
and clothing, etc. 

If you believe that, under the present organi- 
zation of health services as they are now operating, 
a sufficient part of our increasing productive 
capacity will flow into the improved health serv- 
ices of the American people, particularly for those 
whom you believe need it most, if you believe this, 
then there is no problem, there is nothing for you 
to do. But if you don’t believe this, if you don’t 
believe it will happen automatically, then there is 
a problem to find out how a sufficient part of this 
productive capacity can be channelled into the 
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health field. 
I can give you. 

I would say that, in our kind of economy, 
I would not be concerned about several billion 
dollars a year more going into the health services 
of the American people than is now going into that 
particular priority, because I think it is a very 
high priority, and I think that it is one of the areas 
where we have lagged behind. 

I don’t think it is my job to set an exact figure. 
I can only give you a broad perspective of the fact 
that I think there is plenty of room in the American 
economy for the support of a wider and more 
deeply penetrating and more effective health ser- 
vice to the American people, and that we can 
afford it. 

I did not say that progress in the United States 
depended mostly on manpower. I said it de- 
pended on manpower, but even more on technology 
and brains and organizing skills. We couldn’t 
keep up with the Russians and their satellites if it 
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were simply a question of manpower. We can 
keep ahead of them because we have doubled the 
rate of output in this country about every 20 years, 
more or less, while the population has doubled 
about every 50 years, more or less. 

Now, coming to the other question you raised, I 
recognized at the beginning that you have a special 
problem of technical skills in this health field if 
you are going to enlarge health services. I think, 
very frankly, that the problem of the speed and 
forthrightness and organizational effort that has to 
take place to get enough trained and skilled per- 
sonnel into the health field has been somewhat 
understated in the treatment of this problem. 
But it is still true that the number of people, 
assuming that they have got to be trained, which 
can be devoted to health and related services in 
our kind of economy, depends in part on what 
part of our labor force needs to be employed 
industrially for certain other basic things. I feel 
that there is a long-range trend in our economy, in 


which technology is improving so much that we 
are going to have to employ relatively more people 
in the services which add the final increment to a 
good standard of living, and add less relatively to 
the old-line pursuits. 

Agriculture is a striking example of this. We 
have had such phenomenal changes in agricultural 
production over the past 10 or 20 years, and we 
have barely begun to apply known science to 
production in agriculture, that the agricultural 
population, the people earning their living from the 
farm, has steadily decreased and is much lower 
now than it was 10 or 20 years ago, despite an 
enormously larger agricultural production. 

I don’t say that the number of people employed 
in basic industrial pursuits, such as the making of 
automobiles, the making of household equipment, 
the making of clothing, etc., is going to decrease 
absolutely. But I do say that I don’t think in the 
further growth of our standard of living there is as 
much room for relative progress there as in some 
of these service areas. 

Therefore, by 10 years from now, when we will 
have a civilian labor force of approximately 10 
million more than we now have, I think a relatively 
larger portion of that 10 million will have to go 
into these service activities, including medical care, 
both from the viewpoint of employment as such, 
which is of secondary consideration, and from the 
primary viewpoint of employment for the things 
that we, the people, need most. Consequently 
we have the manpower resources, to answer your 
question, to make progress in, this direction. 

Now, you don’t automatically create that man- 
power by having people leave the farm or having 
people disemployed by industry. You have to 
have a training program going along with it. 

You have to train doctors, you have to train 
nurses, you have to have the hospitals and other 
plants in which they are to work, but that 
is all a part of the problem of building on a 
balanced basis an expansion of all the types of 
facilities, both human and physical, which are 
needed to enlarge and distribute on a wider basis 
adequate medical care. 

I would think that, over the next decade, if we 
maintain a healthy economy, we would have less 
people in the lower income groups than we have 
had in the past. 

The history of the past two decades or so has 
been that the people in the lower income groups 
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have benefited more, not in absolute dollars, but 
relative to the size of their incomes, so that there 
has been in the general course of our economic 
development greater relative improvement among 
the lower income groups than among the upper 
income groups. 

There has been some tendency, not toward 
equalitarianism or toward equal income, but there 
has been some tendency toward less unequal 
distribution of income. 

I would think that this general tendency would 
continue, so that 10 years from now the problem 
of so-called low income families would not be as 
acute as it is now. 

However, let me say this, and it is very impor- 
tant. What constitutes a low income family and 
what constitutes an adequate standard of living 
is partly subjective, it is partly a matter of the 
nature of our national life. What we call a low 
income family in America would in India be 
regarded as an amazingly high standard of living. 
There is really no way of measuring what is a low 
income family except by whether or not you have 
masses of families living at a lower standard than 
our type of economy and our type of society can 
open up opportunities for. That is true of 
housing, that is true of health, that is true of 
almost anything else. 

You all remember, you who have been working 
in these related fields, that 20 to 30 years ago it 
was fashionable to set up what was considered an 
adequate standard of living for a family of four 
or five in an urban area. Now, if you set up a 
budget of that kind today, it would be higher, not 
only in dollar terms but also in real terms, because 
the concept of what is an adequate diet and what 
is an adequate level of recreation and what is an 
adequate level of education and of health and of 
housing changes as the economy becomes more 
productive. And that is the hallmark of American 
progress. 

So I would say that, while 10 years from now 
we will have less families in these low income 
brackets by the tests of today, we will still by the 
tests of tomorrow, by the test of the world in which 
we will then be living, we will still feel that meas- 
ured by an economy which is $100 billion more 
productive, we will still have a big job to do. If 
we should ever rest on our oars, then we would 
have foregone the very spark of our progress. We 
should never do that. 


AMERICA’S CAPACITY TO MEET EXISTING 
HEALTH NEEDS 
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In a country as rich and productive as the United 
States, most individuals should be able to make 
provision through personal or voluntary group 
action for adequate health facilities. The several 
layers of government should be able to provide 
essential public health services. 

Good health is of paramount and over-riding 
importance to the individual. A vigorous and 
healthy people are important to our economic 
progress, our national security, and to our social 
and political tranquillity. 

These matters are scarcely open to debate. I 
should, however, like to discuss these two ques- 
tions: 

1. What is our ability to meet existing unmet 
needs? 

2. Can our expanding economy provide for 
adequate health services? 

I do not profess intimate or professional knowl- 
edge of what “existing unmet needs” might be. 
The second question, likewise, has two question- 
begging or ambiguous words, “expanding” and 
“adequate.” 

Failure to meet health needs may be due not so 
much to a lack of ‘‘ability’”’ as to the low priority 
which many, perhaps most, individuals put on 
expenditures for health. How many individuals 
in this room “‘see their dentist twice a year,” as 
health experts advise? How many of us have an 
annual health audit? Or even a quinquennial 
health examination? Why is the proportion so 
low? 

Why will one not hesitate to go into debt for 
a TV set or an automobile, and thereby mortgage 
his income for months and even years ahead, but 
will think it unconscionable and unreasonable to 
have to borrow for an operation or other adequate 
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medical treatment? Is an automobile more im- 
portant than good health? Indeed, with all the 
insurance programs available, borrowing is not 
even the alternative. 

Why do we respond so readily to the urge for 
another cigarette, a cigar, another beer or a whis- 
key and soda, or an evening at the night club? 
Yet an ache or pain, or even a persistent lethargic 
feeling, fails for the most part to stimulate us to 
consult competent counsel. Why, according to 
one recent dental survey, did 90 percent of the 
children need dental care? 

Is it due primarily to lack of ability to pay? 
Or, is there deeper seated causation at work? 

These last two questions should be answered by 
this Health Commission in its effort to solve the 
question of our “ability” to meet unmet health 
needs. Is it our financial ability or psychoso- 
matic traits that are involved? Or both? 

Psychologists and psychiatrists have identified 
innumerable human traits and given them names, 
but so far I have encountered no statement of a 
‘“‘ysychological law’’ which would explain the aver- 
sion to spending money for one’s own health and 
that of one’s family. Because this has not been 
done, I shall try to state such a “law” for your 
preliminary consideration, with the hope that you 
can put it into the appropriate technical language, 
acceptable to the expert and stimulative to the 
man on the street. 

Here it is: The human individual is so con- 
structed that generally he is inclined to believe: 


That his body and brain do not require much 
medical maintenance and repair 


That they are capable of sustaining a large 
amount of self-imposed punishment 


That the consumption of a few relatively 
inexpensive over-the-counter medications will 
overcome whatever tendencies to disability may 
show up 


That money spent for the doctor and similar 
Services is spent for something not wanted in the 
first place (sickness and disability) 


That it is better to wait until one is ill enough 
to get one’s money’s worth from a visit to the 
doctor 


That making and keeping an appointment 
with the dentist and physician and spending the 
necessary time involved is a nuisance and time- 
consuming 


That the result of such an interview might be 
unpleasant news both in terms of dollars and 
time 


That personal and family pressures to spend 
money on more pleasant things bring more 
tangible and immediate gratifications. 


That this “psychological law’ will explain all 
inadequacies of health services, no one will argue. 
That it explains a part of the problem, likewise 
will not be denied. Nor does it apply to all 
equally. 


In 1951 we spent for health and medical services 
individually and through Government about $13.6 
billion. In the same year we spent for alcoholic 
beverages and tobacco and smoking supplies $13.2 
billion, almost as much. Consumer expenditures 
for health and medical services came to $8,976,- 
000,000, as against almost as large a figure for 
alcoholic expenditures alone of $8,450,000,000. 
Consumers spent more than 50 cents on smoking 
supplies for every $1 spent on health and medical 
services.! 

Recent data on family medical care expenditures 
are shown on the next page. This is a Bureau of 
Labor Statistics study of consumer expenditures 
among a representative group of wage-earner and 
clerical-worker families.? It will be noted that 
in city after city only a small fraction of the aver- 
age family income is spent on medical care. Four 
to five dollars per $100 of income is about what is 
spent for this purpose. 

Without denying the “‘ift’’ that may be gotten 
from a whiff of tobacco or the thirst-quenching 
power of a liquid that is not pure water, and with- 


1 Source: U. S. Department of Commerce. 
2 Monthly Labor Review, August 1952. 
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out pleading the case of the total abstainers, it is 
worthy of note that the amount of expenditures 
for these purposes was remarkably close in many 
cities to the total expenditures for medical care 
and in the “City of Brotherly Love’’ they exceeded 
them. This comparison can be quickly seen by 
examining the figures. 

The Health Commission may find it worthwhile 
to make a further detailed study of this Bureau of 
Labor Statistics research project in its attempt to 
come to sound conclusions on this question of 
“ability” to meet health needs and, particularly, 
to determine what the Commission itself can do 
to encourage the establishment in the mind of the 
individual of an adequate priority for health ex- 
penditures. 

All this in no sense implies that nothing more is 
needed. The indigent and the medically indigent 
constitute special problem areas. 

Unquestionably, in many communities, there 
is need for additional public health work—a mat- 
ter discussed by others. 

There is vast opportunity for expanding volun- 
tary health insurance programs. It is particu- 
larly important to expand insurance programs to 
meet catastrophe hazards. Families with medium 
or even somewhat above medium incomes can 
budget only with the greatest of difficulty for such 
emergencies and no one knows when such a 
hazard will hit. But these insurance programs 
raise problems of their own, to which I refer later. 

“Our Economy’’, to quote from the question, 
“can provide for adequate health services” in the 
same sense that it can provide adequate whiskey, 
adequate cigarettes, adequate automobiles, ade- 
quate kitchen facilities, or adequate anything else 
that is set high enough in the priority of the 
desires of the average citizen. 

If, over the last quarter of a century, the indi- 
vidual had been as eager for deluxe medicine as 
he has been for some of the other items mentioned, 
we would at present have an abundance of medical 
practitioners and facilities, just as in the case of 
automobiles. Our economy would have provided 
medical care just as it has provided an enormous 
increase in our beauty care personnel and facilities. 

If we had kept the automobile very low on the 
priority list of our desires, and suddenly raised 
its priority, we should have to wait some time 
before the necessary technical preparations for 
abundant cars were made. This is true also in 
medical care. 
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Wage-Earner and Clerical-Worker Families: Average Income, Expenditures, and Savings in Selected Cities, 1950 















































ila- ‘ inn-| Kan- Grand| Ra- 
New | Chi- ei Pee Bos- | Pitts- yrs a Port-| Can-| Char- | Lynch-| forks,| yen- et ire 
Item York | cago, geles, | phia ton, |burgh, | “yj. City land, | ton, leston, burg, N. na, S i, Ox, 
INS Y;.)| EELS Calif. Tae Mass.| Pa. Minn. Mo. Oreg.| Ohio | W. Va. Va. Dak. | Ohio a. . 
Number cifamiliess= 5 =. ewe 934| 211 195, 176] 147 199 104) 118) 110) 105 78 33 29 27 37} 26 
Average family size 4._.__....._________- Se a3 3.2 3.3\" 293.15 3.7 Sisal PUSH FS. 6 3.0 3.4 3.7 3.5 3.3) 3.7) 3.8 
Average expenditure for current con- 
sumptions Totalyete es oe $4, 248/$4, 575| $4, 452| $4, 200|$4, 301| $4, 107] $4, 029/$3, 797|$4, 097|$3, 811] $4,059) $3, 492) $3, 659 $3, 746) $3, 116) $2, 931 
Housing,? fuel, utilities, and house- iw 
hold operation=: 9...) Pes 831] 885 781 806] 942) 734 798| 736] 785} 664 684 716 763 643) 557) 453 
Housefurnishings and equipment-_-- 249} 271 339 284) 259 270 271; 280; 258) 287 361 219 257 375) 189} 265 
ood 2. ee a ee eee 1,455| 1,376} 1,303| 1, 367| 1,352| 1,317| 1,141) 1,073] 1,144] 1,121| 1,163) 1,074) 1,083) 1,062 1,004) 945 
Alcoholic drinks and tobacco_______- 179 175 133 217 172 180 163 149 113 165 102 178 139 110 104 57 
Personal Caro.- ee ee 92} 104 97 103} 101 94 84] 116 85} 104 101 81 93 93 59 90 
Clothing 220: eae <iatis AEE 544] 535 455 499| 470 495 404| 453] 427] 462 534 387 463 455} 373) 390 
Medical care_____..-...-----------_- 220| 259 248 206] 203 196 239| 185} 247] 209 241 217 191 143) 140) 162 
Recreation, reading, and education-- 282) 290 274 257| 262 262 249 213) 246] 249 216 141 241 231; 161) 118 
Transportation 22 ee 354| 634 754 431| 464 522 617|  557| 753) 508 603 437 393 611] 496; 388 
Miscellancous!! _ )02 2A eT 42 46 68 30 76 37 63 35 39 42 54 42 36 23 33 63 
Insurance sa Set ae ee, 3 ee 169} 200 206 185} 169 193 175, 177) 165} 159 180 211 149 146) 180 93 
Gifts. and contributions.222_ 9-22 san22— 164 153 130 128 121 112 135 127 121 109 163 167 98 75 125 63 
Net increase in assets and/or decrease in ' 
liabilitiest=/3._2t2 4 582 shh See 0 0 0 0 0 0 0 0 0 4 5 0 0 49 61 0 
Payment of principal and down pay- 
ments on owned homes.----------- 151 155 323 101 108 136 436} 370} 208] 368 70 54 543 702 81 62 
Personaltares §22454 5222. Vie eee 268| 866 355 336| 294 294 316| 350| 3842) 281 863 211 221 281| 203) 115 
Wonéy tmeometi.22 222 ee ees Ree 3, 990] 4, 363 4,298] 4,168] 3,886) 4,115] 4,091) 4, 065} 4,065] 3, 976 4, 361 3, 597| 3, 753] 3, 720) 3, 364| 2, 885 
Other money receipts 2_____.------------ 8 12 176 13 14 25 23 24 9 18 40 26 0 0 2 16 
Net decrease in assets and/or increase in 
Loh oy At oe eee eee ete a 291 429 161 156 347 216 181 3 219 0 0 196 15 0 0 41 
Balancing difference ®___.___-....-..-.-- —292| —124 —153| —176| —344 —56 —44 —-9) —90| —89 —6 —51| —138} —296| —66) —145 
Percent of expenditure for current con- 
SUID DEON S82 ene eo ee eee 100.0} 100.0 100.0} 100.0] 100.0} 100.0] 100.0] 100.0} 100.0} 100.0 100. 0 100.0} 100.0} 100.0; 100.0} 100.0 
Housing, fuel, utilities, and house- 
nold Operation... se Bese 19.6) 19. 17.5 19.1) 21.9 17.8 19.8] 19. 19.1; 17.5 16.9 20.5 20.9 17. 2). 47, Sle 1525 
Housefurnishings and equipment--_- 5.9). 5.9 7.6 6.8} 6.0 6.6 BLP TSS PRH6 Bi! MTS 8.9 6.3 7.0} S100)" 6:2 9.0 
OO eee oe ee oe ea Be eee 34.2) 30.1 29.3 BA | fees 3 32.0 28.4| 28.2) 27.9) 29.5 28. 6 30.8 29.6 28.4| 32.1] 32.2 
Alcoholic drinks and tobacco_____--- 4.2\8543,8 3.0 5.2) 4,0 4,4 AOU 3,9) 2.810 Cas 2.5 5.1 3.8 3.0) 3.4) 2,0 
IPOTSOUS) (CTR ase ee eee 74: 2.3 2.2 2.6 2.13 2.3 2.1 3.1 2. 1 2.0) 2.5 2.3 2.5 2.5 1.9 3.1 
Clothing 42 5 <5 aees cee te . FLA Se 12.8) 11.7 10. 2 11.9} 10.9 12.1 10.0) 11.9) 10.4) 12.1 lar Lee 12% 12.1} 12.0} 13.4 
Medical care. ..->. =: 22.43 --=.-38 5.2 in | 5.6 49) 4,7 4,8 5.9 4,9 6.0 5.5 5.9 6,2 5.2 3.8 4,5 5.5 
Recreation, reading, and education-- 6.6 6.3 6. 2 6.1 6.1 6.4 6.2 5.6 6.0 6.5 5.3 4.0 6.5 6.1 5.2 4.0 
ATTAnS Pore WON: oo aoc ee oe ee 8.3) 13.9 16.9 10.3) 10.8 12.7 15.3) 14.7) ° 18.4) 13.3 14.9 12.5 10.8 16.3} 15.8] 13.2 
IMiscellaneous:4< si 22S 2 aes si es 2 1.0 1.0 1.5 As 1.8 9 1.6 9 1.0 iba! 1.3 1.2 1.0 .6 10 2.1 

















1 Total money income from wages, salaries, self-employment, receipts from 
roomers and boarders, rents, interest dividends, etc., after payment of per- 
sonal taxes (Federal and State income, poll, personal property) and occu- 
pational expense. 

2 Includes inheritances, large gifts, lump-sum settlements from accident 
or health policies, which were not considered current income. 

3 Includes rents for tenant-occupied dwellings, lodging away from home, 
and current operation expenditures of home owners. Excludes principal 
payments on mortgages on owned home. 


Now we might turn briefly to some principal, 
distinctions between various items referred to and 
medical care. Perhaps a basic distinction is that 
the normal person continuously wants the various 
items mentioned—including beauty care if that 
person is a woman. Furthermore, he cheerfully 
pays for them. He buys a $2,500 automobile on 
the installment plan because he wants it. Buta 
$2,500 operation he may regard as a violation of 
social justice. 

I have never heard of a forum or a hearing on 
whether our economy can provide these other 
things. 

The distinctions mentioned between medical 
care and other goods and services, leads to the 
possibility that the question, ‘Can our expanding 
economy provide for adequate health services?” 
may be intended in fact, to ask: Is our economy 
so expanding that, by exercising the taxing and 



































4 Family size is based on equivalent persons, with 52 weeks of family 
membership considered equivalent to one person, 26 week equivalent to 0.5 
persons, etc. 

5 Includes Federal and State income, poll and personal property taxes. 

6 Represents the average net difference between reported money receipts 
and reported money disbursements (i. e., money income, other money re- 
ceipts and not deficit minus expenditures for current consumption, gifts and 
contributions, insurance, and net surplus). 


spending power, Government can provide ade- 
quate medical care without the ordinary citizen 
having his ability to buy other things noticeably 
curtailed? In other words, can he get everything 
he is now getting with his take-home pay, plus 
medical care, in lieu of some extra things he would 
otherwise hereafter get by virtue of the expanding 


economy and an otherwise expanding net take-— 


home pay? 

We are, of course, discussing a much broader 
subject than individual medical care. 
also discussing public health services—quarantine, 
pure food, sanitation, medical education, ete.— 
which are not individual purchases for individual 
needs. Such services are like our public road 
system, while the medical treatment of the 
individual is more analogous to his private 
automobile. 


automobiles we have voted to tax ourselves for 


We are — 


| 


With more and better private 


: 


more and better roads. The analogy holds fairly 
well as to our expenditures for public health 
services. 

In some ways hospitals may be considered ana- 
logous to garages—providing repair services in 
individual cases. The analogy extends to the 
fact that the charges are high and promise to go 
higher. No one is very happy about this. 

But the analogy does not hold exactly any more 
than that between buying a car and buying 
medical care. While it is true insofar as the aver- 
age citizen is concerned, it is not true when we get 
down to the poverty level. We act on the as- 
‘sumption, at least at present, that a person who 
can own a car can pay for its repair. So we have 
no charity garages. But a person who needs 
health repairs may not be able to pay, so we have 
charity hospitals and quasi-charity hospitals, 
and a good deal of charitable and quasi-charitable 
medical care. Neither voluntary nor compulsory 
insurance will completely meet this type of 

problem. 

If provision for hospitals and various health 
services were given a top priority, it is inconceiv- 
able that our economy could not in due course pro- 
duce almost any desired volume of such services. 
However, there always exists a point at which 
an expenditure of effort for a particular kind of 
service or activity means a diminution in the 
amount available for some other form of service 
or activity. There are almost no limits on what 
the economy might undertake to do in any one 
field: highways, housing, dams, schools, health, 
defense, and many other areas of activity. The 
economy could not undertake to do the potential 
maximum in all areas simultaneously and, there- 
fore, a question of priortity arises. The question 
then becomes one of how best to determine the 
allocation of economic effort among the various 
potential outlets. 

With regard to the matter of health and health 
services, is it not wise to keep such choices close 
to the people affected? The proponents of com- 
pulsion feel that an inadequate amount of eco- 
nomic goods and services is directed into health 
and medical channels and, therefore, Government 
should step in and compel an increase. Isidore 
Falk wants to do by force what the people have 
not been willing to do voluntarily. 

One of the objectionable features of this ap- 
proach is that it denies to the individual the right 
to make decisions as to how his income should be 
allocated—whether for food, medical services, 
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etc.—and, therefore, takes away from him a 
desirable opportunity to pass upon the worth- 
whileness of various elements of health and 
medical services. The public has shown a willing- 
ness to pay an increasing amount for hospital care, 
but it is not likely that a point can be reached 
where the cost of hospital care exceeds what they 
are willing to pay and, consequently, might prefer 
to spend any excess amount in some other way; 
for example, some form of home care. Then, 
also, beyond a certain indefinite point, the 
expenditure of further funds for medical care 
might yield little or no additional net return 
either of an economic sort or in the form of 
ereater satisfaction to the individual. 

We can “afford” adequate health services. 
But it is a difficult decision to make as to what 
volume of services is desirable from the economic, 
social and individual viewpoints. The various 
factors affecting health are complex and have 
not been blueprinted. For example, there are 
many uncertainties as to the relation of food and 
housing to health, and it is questionable whether 
an improvement in the area of nutrition is not at 
least as important as improvement in medical 
services as such. 

Similarly, in the field of medical services them- 
selves, the situation is far from stabilized and no 
one and no group seems to possess the wisdom for 
determining what types of services, procedures, 
techniques, etc., need to be expanded and which, 
if any, diminished. 

And to go a step further, who on this Commis- 
sion is prepared to show that consumer expendi- 
tures on a TV set or an automobile may not help 
to produce human satisfaction, contentment and 
even better mental health? 

Indeed, here we are dealing with the very 
foundations of our civilization and culture. We 
are dealing with values—the problem of values in 
a free society. 

The growth of the insurance programs to meet 
medical care costs has been extensively presented 
to this Commission. The case for more expan- 
sion is a strong one. Employers should be 
instrumental in their promotion. While the 
indigent may be beyond their reach, many of the 
so-called medically indigent would not be in this 
category if insurance programs were extended 
and broadened over a period of time. 

But all these insurance programs have hazards 
of their own as the insurance carriers writing total 
and permanent disability insurance up to the 
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1930’s found out, to their disaster in some Cases. 
When the individual does not directly pay the full 
cost of any service on even an insurance program, 
there is, of course, the danger of wasteful use of 
human and other resources. 

There is danger of the supplying services, during 
a strong market for their services, becoming less 
cost-conscious than they ought to be or taking 
advantage of a seller’s market. The fire and cas- 
ualty companies long ago found that 100 percent 
insurance is dangerous. Plans with the deductible 
feature were developed. The individual, the fam- 
ily, the beneficiary—all of these must be given a 
stake in minimizing waste and eliminating non- 
essential services. 

The suppliers of medical services—physicians, 
hospitals and those who provide other services and 
supplies—must be provided incentive to keep their 
own costs down. Perhaps more competition is 
our only source of discipline in many of these 
fields. 

The British Socialized Health Service has had 
to renege on its promises of free medicine and now 
charges for certain supplies and facilities. Wait- 
ing lists in some British hospitals run up to two 
years. 

When things are free, there normally is no pos- 
sible limit to the demand for them. Under sub- 
sidy this same tendency prevails. This is another 
one of those psychological or economic laws which 
any sound program must recognize. 

The basic characteristic of the Welfare State is 
that it cuts the historic, traditional tie between a 
man’s income and his effort. For some services, 
we all recognize that it is desirable to cut this 
tie—public libraries, free public education and 
certain public health services. But there is no 
substitute for individual responsibility and in- 
centive and the discipline of the market in the 
overwhelming majority of human: and economic 
relationships. 

An English observer put it succinctly this way: 


The central objection of the Left to the reduction of 
food subsidies is that it hits the poor more than the rich. 
But the purchase of anything absorbs more of the income 
of the poor man than of the rich. This is the main reason 
why men strive to avoid poverty. They can avoid 
poverty only by working harder and producing more; and 
their efforts tend to make goods cheaper for everybody.’ 


Here a word must be said about federal grants- 
in-aid. At times such aid to State and local 


3 The Individualist (London), June 1952. 


governments may thwart a complete centralization 
of power and authority. This may help to keep 
the program closer to the people: the beneficiaries, 
the employees, the employers and the taxpayers 
generally. 

But such “aided programs’’, some authorities 
believe, tend to come at the expense of other more 
worthwhile programs for a very obvious reason. 
Under a 50-50 matching grant, the State and local 
people are apt to think, ‘‘Where else can we get 
a ‘free’ dollar for every dollar we raise locally?” 

A clear distinction should be made between 
‘national problems” and ‘nationwide problems’’. 
Fire control is a nationwide problem, but scarcely 
a national problem. Unless, there is involved a 
clear-cut national problem, there is good reason 
to believe that we get a better overall allocation 
of human and other resources by relying primarily 
on local willingness and capacity to raise tax 
revenues.* No evidence has been presented to this 
Commission that health (with the exception of 
limited phases of public health work) is a truly 
national problem in the same sense that national 
security is a national problem. 

The forces of growth and expansion in our 
economy have been strong. We have made 
progress in raising our standard of living and we 
have held our own, or a little better, even during 
periods of war and high levels of mobilization. 
But this growth has been somewhat artificial, 
fostered by strong inflationary pressures. 

The American people like the growth but they 
seem determined to arrest the inflationary pres- 
sures. Furthermore, we do not know what the 
military will demand and get. Thus we do not 
know what margin we will have for increased 
medical and other worthwhile expenditures. 

Our economic progress in terms of a rising 
standard of living recently has not been keeping 
pace with our historical record. Progress does 
not just happen and there are a number of clouds 
on the horizon. In terms of consumer real income 
and well-being, our rate of progress in the last 
couple of decades has not kept up to the rate of 
the 1920’s. 

In the first half of 1952, the American economy 
was turning out goods and services at a rate of 
about $341 billion per annum. 

In 1939, gross national product (GNP) was 
$91 bilion. At present it is 3% times as large 


4 For more extensive discussion see: Federal Grants-in-Aid, Chamber of 
Commerce of the United States, Washington 6, D. C., 33 pages. 


in dollars. At first glance, one might conclude 
that the American people are 3%4 times as prosper- 
ous now as prewar, and such a claim is carelessly 
being made in some quarters. 

But the facts are quite different for four reasons: 

(1) Since 1939, the role the Government 
plays as a consumer of goods and services has 
vastly expanded. 

(2) Gross private investment, meaning ex- 
penditures for building, equipping and modern- 
izing our factories, is now at a much higher 
level. (Again the increasing role of Govern- 
ment is a factor—much of this plant expansion 
is made to fill Government orders. ) 
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(3) We have had a great inflation of prices 
because of deficit spending, and 
(4) The population has increased rapidly. 
The following table shows GNP for 1939 and 
the first half of 1952, broken down into its com- 
ponent parts. The vast expansion in the share 
of Government can be clearly seen. Thus, while 
GNP increased 3% times, the Government in- 
creased its take of goods and services, at current 
prices, about 5.8 times. Most of the increase 
was due to expansion of the National Government. 
During this period State and local government 
purchases increased only 2.9 times, whole national 
Government purchases increased 10.3 times. 


[Billions of dollars] 





Year 


Personal 
ceonsun ption 
expenditures 


Government 
purchases of 
-oods and services 


Gross privete 
investment 


Gross national 
product 








$67. 5 
214. 1 


$13. 1 
76, 2 


$10. 8 
51.0 








*First half, annual rates. 


Although gross national product is the figure 
most widely used, it is not a very good measure of 
changes in human well-being for, as we have seen, 
it includes purchases by Government and capital 
expansion, which latter has a longer-run pay-off. 

A better measure of economic well-being is total 
“personal consumption expenditures.”’ This figure 
reflects the durable and nondurable goods and 
services upon which consumers actually spend the 
bulk of their income. 

But since rising living standards are measured 


in terms of goods and services—and not by money 
expenditures alone—we must first take account of 
the fact that the dollar is worth much less than 
prewar and that the population has increased, in 
order to get a meaningful comparison of consumer 
expenditures today with those of earlier years. 

The following table compares consumer spend- 
ing for the first year following World War I, the 
last predepression year, the last year bef re Werld 
War II, and this year, both in current prices and 
in 1939 constant prices. 








2 Current prices} 1939 prices PopulAtl Por aacit 
Year cee aires (uillions) | (1939 price) 
Mo memeereer, 989. Sp iasl) yews yd. te) 925-483 ee --- de 53. 9 38. 7 104. 5 $370 
Oe a Eee} oped a 45s - <-- aS RIS 78. 8 62. 2 121.8 511 
EI) eT ee ee eee eT See eee coe ee tS 67. 5 67. 5 130. 9 516 
yy ee ean ean sep ees ee a es eee 214. 1 110. 1 153. 4 7 al! 

















1 First half, annual rates. 


In the 10-year period, 1919 to 1929, per capita 
consumer outlays, adjusted for the rise in Gov- 
ernment costs, in prices and population changes, 
increased from $370 to $511, or 38 percent. 
From 1929 to 1939 the increase was more modest, 
only 1 percent during the 10-year period. From 
1939 to 1952 the increase was again 38 percent, 
but 12% years were required for a rise equal to 


that achieved in the decade 1919 to 1929. In 
1939 we had 8 to 10 million unemployed, so that 
the recovery from this last date would be expected 
to be larger. 

Thus, in spite of our great research and dis- 
covery and new investment, our improvement in 
economic well-being has been slowed down. 

Economic progress and an expanding economy 
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rest primarily upon a free market economy and 
the incentives lying behind science and invention, 
improved technology, and rising investment per 
worker in the tools of production. 

Taxes, direct and indirect, already absorb more 
than 20 percent of the income of the lowest income 
groups—$1,000 income or less. Heavy taxation 
on business and the higher incomes, the chief 
sources for new investment, may already have 
reached a point where expansion, except in infla- 
tion-pressured periods, may be placed in jeopardy. 
For this reason, any additional funds to be ap- 
plied to improved medical care should be raised 
in such a way that our expansion potential will 
not be further impaired. Governmental ex- 
penditures should be restricted to those essential 
activities which only Government can carry out. 
This means primarily in the so-called public 
health field.® 

This brings us back to finding ways and means 
of encouraging the individual and where needed 
the employer to develop ways and means of pro- 
viding insurance programs financed on a basis 
mutually satisfactory to the parties concerned 
without any coercion, surrounded with safe- 
guards to encourage efficiency and to eliminate 
waste. The enormous progress made by these 
insurance programs in the last decade, covering 
more groups, smaller groups, higher aged indivi- 
uals, families and dependents, and more features 
such as hospital, medical care, surgery, and catas- 
trophe, indicate what can be accomplished with- 
out coercion and complusion, in the traditional 
American voluntary way. 

Just as the foundations of “contentment”? and 
“goood health” rest on a complex of conditions 
and circumstances (not all of them material) which 
almost defy definition or even enumeration, so the 
basic essentials and criteria for economic progress 
and growth are so complicated that careful stu- 
dents of this problem hesitate to be dogmatic. 
Scientists probably know more about the cause 
and nature of biologic growth of an organism 
than social scientists know about the basis of 
economic growth. 

Stagnation and even retrogression have over- 
taken whole societies and civilizations. Just ask 


5 For extensive discussion of this matter see: Investment for Jobs, Chamber 
of Commerce of the United States, Washington, D. C., 40 pages. 

6 The Chamber of Commerce of the United States has a long record in the 
promotion of better community health programs. In this connection see 
particularly the Proceedings of the Fourth National Conference on Social 
Security published in American Economic Security, June 1949, under title 
“Your Community and the Nation’s Health Progress.” 


any group of historians or social scientists what is 
the one chief cause of the decline of the Roman 
Empire or the current reason for England’s stag- 
nation and dependency on outside aid, (perhaps 
enduring) and you will find no agreement. Who 
can put his finger unfalteringly on the turning 
point in the decline of Britain’s economy? 

We still have considerable momentum. It is 
hard to believe that the good sense of the American 
people will put further economic progress in jeo- 
pardy. But there are corrosive forces at work. 
Among the most potent of these is the appetite 
of the politician for office and acclaim through the 
sponsorship of bigger and more Government 
programs based on wealth and income redistri- 
bution—taking from the more productive, mno- 
vative and dynamic elements in favor of those who 
make a much inferior contribution to society. 

H. L. Mencken, the sage from Baltimore, once 
said that if the politician found that he had canni- 
bals among his constituents he would promise 
them missionaries for their Sunday dinner. Per- 
haps this is a bit harsh; but it does point to a 
problem. And this Health Commission would, 
in the long run, much prefer to make recommenda- 
tions which would not accentuate the problem, 
but rather alleviate it. 

Do we want politicians to seek office each elec- 
tion year by outpromising each other on what they 
will do to and for the medical personnel, and to and 
for the patients? 

Do we want to throw the issues of medical care 
into politics every two years? 

The Conservatives got into power in either 
Australia or New Zealand a few years ago by 
promising universal children’s subsidies beginning 
with the first child. 

Do we want further to over-load the national 
Government and the Congress, to undertake tasks 
which are far beyond them? Or, would it be 
better to have Congress do a few things and do 
them exceedingly well? We already are a second- 
rate power in some respects. We know of no 
way to win the war in Asia. 

We ourselves, as well as people in other lands, 
often speculate on the ‘‘secret’’ of American well- 
being and growth. 

Although not easy to delineate, one central 
core of that ‘“‘secret”’ has been the converse of the 
Welfare State. By and large throughout our 
history we have adhered to the principles that a 
man’s reward should be commensurate with his 
contribution to society as measured by the free 


market—within the broad rules of the game estab- 
lished by ourselves through government and 
through common consent of all groups. 

Without denying that some redistribution of 
income may have had some merits, Sumner H. 
Slichter of Harvard University has argued: 


But the United States should not lose sight of the fact 
that the possibilities of increasing welfare by raising out- 
put far exceed the possibilities of increasing it by redis- 
tributing income. This country, with its unrivaled fa- 
cilities for increasing both the output of goods and the 
effective demand for goods, can double the average per 
capita income in another 30 years or less. No scheme of 
redistributing income can expect to achieve the good that 
would be accomplished by doubling the income of every- 
one? 


7 See “Productivity: Still Going Up,” Atlantic Monthly, July 1952. For 
more extended analysis of the threat to our progress and national security 
by excessive socialization of income as against rising productivity, see also: 
The Welfare State and the State of Human Welfare, Chamber of Com- 
merce of the United States, 1951, 50 pages. 
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This potential growth itself will of course release 
or make available great increases in resources and 
energy for better medical care in its broadest 
sense—including better shelter, nutrition, etc. 

We have made remarkable health progress by 
an enormously complex and diverse approach 
through general education, research, discovery, 
invention, saving and investment, group action, 
and better living. 

In the past, emphasis has shifted from time to 
time. A dynamic approach to the health problem 
of tomorrow requires continuous sensitivity to the 
needs of tomorrow—without being shackled by 
the customs and standards of yesterday. 

But within it all, we must not, we dare not, in 
the kind of hostile world in which we find ourselves, 
destroy the foundations that underlie the American 
success story. We can have an expanding econ- 
omy if we are sensitive to its rationale and 
sanctions. | 


ECONOMIC AND PUBLIC FINANCE ASPECTS 
OF THE MEDICAL CARE PROBLEM 


HAROLD M. GROVES 


Professor of Economics 
University of Wisconsin 
Madison, Wisconsin 


The first observation I wish to make concerns the 
economics of the professions and the medical pro- 
fession in particular. We are told by many that 
our health planning should view medical care as 
a part of the American idea of free enterprise. A 
fundamental of free enterprise, or at least of com- 
petitive enterprise, is freedom of entry into all 
fields of endeavor. In the case of the professions, 
for obvious reasons, the rule must be qualified to 
specify freedom of entry for all reasonably 
qualified persons. 

Barriers to the professions are of at least three 
types. The first two may be called natural bar- 
riers. One is the fact that ability is limited in 
supply; not everyone is qualified to become a com- 
petent physician. There is reason to believe that 
this barrier is not very serious and that the supply 
of reasonably able people is ample to man ade- 
quately, and perhaps even to crowd, the profes- 
sions. If this were the only barrier it might well 
turn out that by the free‘operation of supply and 
dewand the income of the professions would be 
little if any higher than that of skilled labor. The 
second barrier is the capital and forebearance 
required for long training and apprenticeship. It 
is a formidable barrier and the public interest 
might well require assistance to students who are 
unable or unwilling to meet the rigorous terms of 
initiation. It comes as a surprise to me to learn 
that this is not the main limiting factor in the 
present supply of doctors. Certainly first atten- 
tion should go to the third barrier which is artificial 
and clearly indefensible on any criterion of good 
economics. There is ample evidence that many 
qualified people cannot obtain access to the 
facilities which constitute the exclusive channel 
by which the medical profession is recruited. The 
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major reason for this is that States and cities have 
been unable or unwilling or insufficiently pressed 
to provide these facilities. 

The question, “How many doctors are enough?” 
is one that may be approached from many angles. 
The simplest and most direct is the free-enterprise 
approach which says that we have enough doc- 
tors when a freely recruited supply is equated 
with a freely manifest demand. We do nothave 
enough dectors competitively speaking until all 
those qualified people who want to enter the 
profession are allowed to do so. 

Why don’t the States and cities provide ade- 
quate facilities to take care of those who would 
enter the medical profession? Several reasons 
suggest themselves. One is the competitive posi- 
tion in which the States and cities find themselves 
when they contemplate tax expansion. An»ther 
is the fact that there is leakage in all educational 
outlay: many educated in district X will ulti- 
mately settle in district Y. It is true that Fed- 
eral money comes from the States and in a sense 
might as well have been taxed and expended there. 
But it is also true that Federal taxation and ex- 
penditure in the nature of the case are relieved of 
inhibitions that limit outlay by junicr levels of 
government. In sme cases (including the one 
here discussed, in my opinixn) such outlays may 
be required in the public interest. 

I conclude that the case fer Federal aid for 
medical education is strong and convincing. 

How much is enough in medical care? This 
question turns our attention from the supply side 
of the equation to the demand side. The answer 
of c-mpetitive econ-mics is that enough is what 
the free pe>ple are able and willing to pay for at 
a price high enough to employ a freely recruited 
supply of services. If the people choose to spend 
half as much again on recreation and ale: holic 
beverages as they do upon medical care, that 
means simply that the sovereign people have 
chosen what is most important to them. 


- 


But economics is and always has been mixed 
with politics. In the world that we live in people 
detemine demand in their sovereign capacity not 
only economically but politically. There is such 
a thing as social demand as distinguished from 
individual or private demand. It is quite pos- 
sible that left to private determination the demand 
for medical services might reach 3 percent of the 
national income but that the amount might be 
bocsted by secial decision to 5 or 6 percent. 

There are many factors that enter the social 
decision that do not apply in the case of individ- 
ual decisions. One might decide that people 


should have more medical care whether they 
“want” 1t (economically speaking) cr not, on the 


ground that it will improve youth’s ability to 
defend the country; that it will raise the naticnal 
output of goods and services; that it will reduce 
the load of dependency; that it constitutes the 
best way to dispose of the productivity achieve- 
ments of the new technology. 

In short, the social demand is a mixture of con- 
cern for one’s own health and for other people’s 
health. Now it will be said, of course, that all this 
amounts to is the desire on the part of some people 
to get something more out of other people’s money. 
When governmental services are financed by a tax 
system based on any distribution principle that 
may be described as ability to pay, certainly the 
element of personal gain at other people’s expense 
is involved. But this is not the whole story. In 
a social decision, an individual considers what 
other people should buy at his expense; what he 
and other people should be forced to buy out of 
their own expense for the social good; what other 
people should buy at still other people’s expense. 
We make our social decisions largely through the 
mechanism of government, which in a democracy 
converts (however roughly) public opinion into 
social action. Some like to think that growing 
governmental services are in some way loaded onto 
the backs of an unwilling people by a tyranny of 
self-seeking bureaucrats. The truth is that a 
public which is free to tax itself may incur higher 
obligations than would a dictator. 

The difference between a social and a private 
decision about consumption can be made clearer 
perhaps with an illustration or two. A heavy 
drinker may vote for a liquor tax on the ground 
that he thinks cheap whiskey would be a bad thing 
for the country or that socially speaking we should 
spend more on education and less on alcoholic 
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beverages. Free public education is supported on 
the ground that people should consume more of this 
service than they ‘want’ using that word in the 
sense of able and willing to pay for. This is 
what is meant, I take it, when medical care is 
described as an “unwanted necessity.” 

Now there is still the collateral question in this 
area which asks, ““How much medical care ought 
the people to want, privately and socially?” 
This is another way of posing the much mooted 
question: what percentage of the national income 
should the people spend on medical] care at the 
expense of private or social expenditure on food, 
housing and education? I say “‘at the expense of”’ 
because it is to some extent true that what we 
spend for any one of these purposes is not available 
for the others. One can avoid such questions by 
saying that they are a matter of ultimate values 
to be decided by voting both at the market place 
and in the polling booth. But this is not an 
adequate reply, for people are entitled to guidance 
on such matters. Nor can one answer with the 
contention that life and health are obviously 
supreme values. Life and health depend on 
housing and food and education as well as upon 
medical care. (Parenthetically, I may say that I 
think there is some danger in the common error 
of identifying health with medical care. It might 
be a wholesome trend were some of the pre- 
occupation with medical care transferred to, 
let us say, nutrition.) 

But when this is said, I think it is also true 
that people tend to neglect their health to a degree 
beyond that which can be associated with food 
and shelter. For every hypochondriac there are 
probably a half dozen hypochondriacs-in-reverse. 
People neglect medical attention and particularly 
dental attention for several obvious reasons: 


(1) They can postpone this item of expense, 
it involves an element of futurity in somewhat 
the same way that saving does 


(2) It is frequently associated with painful 
experience at the doctor’s and more particularly 
the dentist’s office 


(3) It not infrequently involves an unantici- 
pated and an unusual strain on the family 
budget both as to time and money; and 


(4) It may involve the discovery of bad 
information which one feels happier to postpone 
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Who hasn’t known someone who should have 
seen a doctor long ago and who finds a dozen 
“reasons” for not doing so? 

It seems certain that we should spend for 
medical care and public health greatly more than 
would be demanded were people to pay for all of it 
directly out of their own pockets. J am doubtful 
that we should spend as much as would be ex- 
pended if all services were entirely free of any 
association between demand and payment. The 
answer, I think, lies somewhere between these 
extremes. 

The Government has been playing a steadily 
increasing part in promoting and applying the 
impressive advances of American medicine. The 
question of whether the Government should par- 
ticipate in health activities does not present itself; 
the question is to what degree it shall extend its 
participation and in what areas and in what way. 
As previously indicated, it is mainly through Goy- 
ernment that social demand supplements eco- 
nomic demand. There are many bases for the 
general prediction that Government will expand 
in this direction at a fairly rapid rate. Among 
the more interesting is the fact that welfare mat- 
ters, including health, have on a considerable scale 
become the subject of collective bargaining. 
These industrial agreements constantly raise the 
question as to whether the benefits extended to 
some should not be available to all and whether 
a public program would not produce a more 
rational and economic project. 

A part of this trend is the general acceptance of 
the view that the business of Government includes 
the protection of the people against the hazards of 
an industrial society. The trend can be criticized 
on the score that as the Government does more 
and more for individuals, their initiative and sense 
of responsibility are being weakened. Perhaps 
partial answer lies in the proposition that when 
people solve their problems through Government 
they cannot do so without the exercise of some 
initiative. But there is a more fundamental 
answer. The preserve-human-initiative argument 
is closely akin to the view that the more one has 
to overcome in life the stronger and better charac- 
ter he is likely to forge. If that were true we 
should have to condemn all of the social dividends 
of economic progress and go back to the old days 
when man had to cope with nature in the raw. A 
per capita income of over $1,400 substantially 
reduces insecurity for everybody, and indeed it is 
the best insecurity antidote that we have. What 


about the moral fiber of those who are so fortunate 
in life that the fundamental insecurities never 
touch them? We can hardly operate on the prin- 
ciple that we have to make or leave life hard for 
people in order to sustain their characters. The 
elasticity of human wants takes care to provide 
new incentives and new challenges to resourceful- 
ness as old ones are satiated. 

In the remaining time at my disposal I want to 
suggest a few of the directions which, m my 
opinion, increased outlays for health should take. 
I should say in the interest of frankness that I am 
sympathetic to the idea of insurance as a way of 
paying medical bills and to the idea of including 
the hazard of illness in our social security system. 
But I am also highly apprehensive of so revolu- 
tionary a change all in one step and largely con- 
trolled from Washington. My reservations can be 
summarized as follows: 

(1) Inaugurated at once, or even with a so- 
called tooling up period, the change could hardly 
fail to swamp utterly our existing medical and 
dental facilities. 

(2) The danger of malingering in such a 
system is substantial; the sudden transition from 
very expensive to entirely free medical care may 
be described as “‘too mighty an excitement for 
the mind of man to bear.’”’ Man’s propensities 
toward hypochondriacism are almost as pro- 
nounced and perhaps akin to his weakness for 
alcoholic liquors. If al) doctors felt a keen 
responsibility toward policing the program, this 
tendency might be held within bounds. But 
such cooperation is not manifestly available. 
Moreover, it is a good principle of public finance 
that some direct charge for public services has 
a salutary effect on wasteful consumption 
generally. 

(3) Extending social security to medical care, 
in the opinion of most doctors, would revolution- 
ize the medical profession—and their intuition 
on this point contains a large element of truth. 
At any rate, it seems quite unwise to attempt a 
program which so intimately involves the whole 
practice of medicine without a large measure of 
favorable sentiment among the doctors. Their 
cooperation is essential to the success of the 
program and our medical profession is now 
doing its job well enough at least so that we do 
have plenty to lose by its loss of morale. 

(4) A nationwide system of health insurance 
inaugurated at one stroke is an extremely am- 
bitious administrative undertaking. The task 


of allocating funds to specific localities is 

one that could cause much difficulty and 

embarrassment. .- 

(5) There is strong support for the view that 
many people with average incomes and average 
need for medical care should continue to pay 
their medical bills as at present. It is catas- 
trophic illness, however that term may be 
defined, which upsets people’s budgets. There 
is also well-founded support for the view that 
the developing interest in voluntary insurance 
should not be discouraged. 

(6) Our social security system is still limited 
as to coverage of the population, and the inclu- 
sion of medical care could hardly fail to leave 
out many whose need for medical care is most 
acute. 

It should be our objective to devise a scheme of 
compulsory insurance that meets these difficul- 
ties. Perhaps this could be built around our 
personal net income tax rather than our payroll 
tax. The former does or could with relatively 
little difficulty be extended to include everybody 
either as a recipient of income or a dependent. 
It applies to persons as such and as a base for 
medical care insurance would recognize that ill- 
ness is much more a personal than an industrial 
hazard. 

To be specific, let us assume that we were to 
levy a universal 2 percent income tax to provide 
a fund for the compensation of catastrophic ill- 
ness. Much of this, of course, could be collected 
at the source. Catastrophic illness could be 
defined in terms of a ratio of medical costs to net 
income and in terms of the size of medical bills 
as such. Compensation could be so devised as 
always to leave the taxpayer a substantial equity 
in the marginal dollar of medical expense; that is, 
he would always have to contemplate paying part 
of any new bill. This is important not only to 
avoid waste but also to leave the medical profes- 
sion entirely outside the program. The scheme 
would be between the Government and the tax- 
payer entirely and the doctors could practice and 
collect precisely as they do at present. Patients 
would be debited and credited only in their income 
tax accounting with the Government. A minimum 


Medical cost could be excluded from compensation 


entirely. For instance, the first $25 of bills 
incurred in any one year might be entirely at the 
taxpayer’s expense. 
The tax should be based on “adjusted gross 
income”; that is, on net income as such before the 
234763—53——11 
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allowances for dependents are credited. The 
medical care allowance or credit could of course 
supersede the: present deduction for the cost of 
medical care. (This deduction, by the way, 
means that 22 cents out of every dollar of deduct- 
ible medical cost is borne by the Government. 
Its weakness lies in the fact that it is of no value 
to the people who pay no tax.) ) 
The great merit of the type of insurance here 
suggested is that it is infinitely flexible. The 
element of subsidy, degree of general versus 
specific responsibility, and the definition of catas- 
trophic illness are matters that can be adjusted in 
a great variety of patterns. For purpose of 
illustration only, I submit one possible pattern. 


If a family incurs medical bills that run. to 
$800 and these constitute more than 10 percent 
but less than 100 percent of its net income, its 
obligations would be computed as follows: on the 
first $25, the family would pay without assistance; 
on $275, it would pay one half or $137.50; on the 
next $500, it would pay 30 percent or $150. Thus, 
its direct share of its total bill would be $312.50. 
The remainder would be covered by its income tax. 

The most substantial objection to a proposal of 
this sort is that it would embarrass, if not elimi- 
nate, the large present developments in private 
insurance. But need it do so? Various possi- 
bilities suggest themselves, among them the 
following: Persons able and willing to obtain 
satisfactory coverage privately might be allowed 
to contract themselves outside the system with a 
minimum contribution to the public fund to cover 
their responsibilities to those less able to pay. 

For a highly modest suggestion, I offer the 
proposal that the present medical-care deduction 
in the Federal tax should be greatly liberalized. 
(The deduction is an offset against income and is, 
of course, a less high-powered instrument than the 
credit above proposed). There is no adequate 
rational ground for the ceiling in the present 
Federal law, and the lower limit might well be 
reduced from 5 percent of adjusted gross income 
to 2 percent. 

A second suggestion for the expansion of public 
support for medical care (failing acceptance of the 
first suggestion) involves the expansion of Federal 
grants-in-aid in certain selected areas. The grant- 
in-aid device as an instrument of public finance 
has some limitations. Among them are the pos- 
sibilities of distortion in local outlays and the 
weakening of inhibitions in public expenditure. 
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But they are exceedingly well adapted neverthe- 
less, to accomplish certain public purposes and to 
share responsibility in areas of mutual State and 
Federal interests. 

Aid for public health work, maternity and child 
care, and hospital construction are already estab- 
lished. Aid to medical schools has been discussed 
and recommended. ‘The further area that I think 
might have high priority is medical care for 
children and youth at elementary and secondary 
school age levels. 

The case for health expenditures for children is 
especially strong for at least four reasons: 


(1) Children are in a sense wards of the State 
and the latter should be jealous of their welfare 
on the score of equality of opportunity. Equal- 
ity of opportunity (as distinguished from equal- 
ity of economic rewards) is a universally ac- 
cepted and a thoroughly conservative and an 
American principle. It may well be that older 
people are responsible for their own limitations 
but every child has a moral and economic claim 
to start the race of life without avoidable handi- 
caps and at the same tape line as his competitor. 


(2) The health of youth is of special impor- 
tance as a military matter. Whatever dis- 
agreement there may be concerning draft 
rejection data, there can be no doubt that better 
care of American youth is a military factor of 
great significance. 


(3) In many parts of the world children’s 
allowances have been inaugurated. These are 
granted partly in special recognition of the fact 
that a family which rears one or more offspring 


assumes responsibilities and carries an economic 
load that society at large should share. Services 
may constitute a better form of allowance than 
a cash payment. 


(4) School health services throughout the 
Nation have been extensively inaugurated, but 
they differ widely in their degree and in their 
effectiveness. 


I do not have the background to indicate in 
detail what should be the specifications for such 
an aid. It should be flexible enough to include 
a variety of programs whether or not associated 
with schools. As to the latter it should be 
directed in part to mitigate the major weakness 
associated with school physical examinations— 
the inadequate follow-up of such examinations. 
A point of controversy here is the question of 
whether such programs should be extended to 
include curative measures as well as diagnosis. 
Congressional aid legislation could leave that 
issue to the States with the specification that 
Federal money could be used for treatment as 
well as diagnosis. It will be objected that to pay 
the medical bills for the care of children whose 
parents are well able to afford such expense is 
unnecessary and socialistic. But according to the 
view here taken, it only recognizes the differential 
burdens among families and the social obligation 
to children. 

In conclusion, I may reemphasize the point 
explicit or implicit in all my remarks: the exten-— 
sion of Government into the field of medical care 
and public health is inevitable; the problem is to 
cuide the extension into the most promising 
channels. 
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1. TOTAL EXPENDITURES 


Per capita expenditures for civilian health increased from 
a low of $26 in 1936 to $89 in 1951. - Although price 
increases account for a large part of the higher expenditures, 
even after adjustment for price changes, per capita expendi- 
tures for civilian health showed an increase of over 120 
percent. during the fifteen year period. Expenditures as a 


uel 


percent of the net national product have changed very little. 


Chart 1A,—Estimated per capita expenditures for civilian health, current dollars and 1939 dollars, and the 


Dollars 
per Capita 





1930 


Source: See Table 1.1 
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percent of the net national product devoted to health, 1929-51. 
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TOTAL EXPENDITURES 


The estimated total of $13.6 billion spent for health of 
civilians in 1951 contrasts with an estimated $3.9 billion 
in 1929. These sums represented $89 per capita for the 
civilian population in 1951 and $32 per capita in 1929. The 
percent of our net national product spent for civilian health 
services and facilities has not increased appreciably over 
this period of time. In 1929 approximately 4.1 percent of 
the country’s net product was devoted to health compared 
to 4.4 percent in 1951. 

Consumers of medical services met by direct disburse- 
ments 65.5 percent of the total in 1951, a proportion that 
has gradually declined from 76.5 percent in 1929 and 1936. 
During the same time period, 1929 to 1951, the per capita 
expenditures by consumers have increased from about $25 
to almost $60. 

Government (Federal, State, and local) expenditures for 
civilian health, including medical care of veterans, public 
health and maternal and child health programs, and research 
expenditures, but excluding hospital construction, have 
risen from 10.4 percent of the total in 1929 to 19.6 percent 
in 1951. 

Expenditures for hospital construction, only a small pro- 
portion of health expenditures in 1941 and 1946, represented 
6.8 percent of the total in 1951. 

Expenditures by philanthropy and industry have re- 
mained fairly stable proportions of total health expenditures 
for the years shown. 


TOTAL EXPENDITURES 
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TOTAL EXPENDITURES 


Table 1.1.—Estimated total civilian expenditures for health and medical services and facilities, by source of funds, 
selected years, 1929-51 




















(Millions of dollars) 
Source of Funds 1929 1936 1941 1946 1949 1950 1951 
Total expenditures __-_._____.____- 3,924 | 3, 299 4, 844 9, 050 11, 654 12,572 | 13, 607 
Consumer peewee nese oeeees tensile ot 3,003 | 2, 523 3, 376 6, 117 7, 774 8, 329 8, 918 
Government (excluding hospital construc- 

tion) ? ~soancsy a ater esa aes taiatetaietietetaee 409 442 3 850 1, 938 2, 276 2, 423 2, 672 
CLS Te ee ae eee 82 43 3 230 300 3 365 3 370 3 400 
Industry ie es Se 5 225 5 200 5 300 525 5 560 5 630 5 700 
Hospital construction, total___....________ 205 91 88 170 679 820 917 

Publicly owned facilities___._..______ 101 74 42 85 477 476 498 
Privately owned facilities *___________ 104 17 46 85 202 344 419 
PERCENTAGE DISTRIBUTION 
Pvotal expendivures. ol 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 
i gs pele et ele 76. 5 76. 5 69. 7 67. 6 66. 7 66. 3 65. 5 
Government (excluding hospital construc- 

00 ee a ar oe 10. 4 13. 4 17.5 21.4 19.5 19.3 19. 6 
I eee eet oN 1.3 4.8 3. 3 3. 2 2. 9 2. 9 
rr 5. 8 6. 1 6. 2 5. 8 4.8 5. 0 5. 2 
Hospital construction, total_........_..---- eye PAST 1.8 1.9 5, 8 6.5 6. 8 

Publicly owned facilities___________-_- 2. 6 2.2 aD .9 4.1 3. 8 Sh fh 

Privately owned facilities______--_----| 2. 6 .5 .9 9 L 7 2.7 3. 1 

Net national product (millions of dollars)__| 95, 012 | 74, 799 LZ 123 198, 947 238, 858 262, 649 304, 606 
Percent of net national product devoted to 

Utepolld a. ea ee ee Oe ee 4.1 4,4 4.1 4.5 4.9 4.8 4,4 








1 Based on incomes received by personnel and facilities 
providing medical services (including hospitals, physicians, 
dentists and nurses, drug preparations and sundries, net 
payments for prepayment insurance, etc.); excludes net 
payments for mutual accident and sick benefit associations. 
Excludes physicians’ income from government and welfare 
agencies, workmen’s compensation cases, life insurance 
examination and other business organizations. Also ex- 
cludes private payments to public hospitals. Includes net 
payments for accident and health insurance. In recent 
years as much as half of this item may relate to disability 
rather than medical care protection; it was a larger pro- 
portion in earlier years; it is offset by other medical ex- 
penditures not known for earlier years such as payment 
for care in public hospitals, income of physicians in 
salaried practice in prepayment organizations and by 
exclusion of all net payments for mutual accident and sick 
benefit associations, some part of which relates to medical 
care protection. Consumer expenditures in recent years 
are as follows if these adjustments are taken into account: 
1949, $7,627 million; 1950, $8,248 million; and 1951, 
$8,816 million. 

2 See table 2.1 for items included. 

3 Estimated. 

4 Expenditure estimates for these items are understate- 
ments since some expenditures by philanthropy and in- 
dustry are included under estimates for consumer and 
hospital construction expenditures. ; 

5 Estimated. Includes that part of the total expendi- 
tures for workmen’s compensation cases that relate to 
hospital and medical services, in-plant health services, 
part of employer contributions to prepaid health insurance 
not included elsewhere and industrial expenditures for 
medical research. 





6 Part of the cost of constructing the privately owned 
facilities is met through Federal aid (Hill-Burton Hospital 
Construction Program); the amount of Federal aid 
represented would not be in excess of $50 million. 


SoURCEs: 

Department of Commerce. National Income: 1951 
Edition, pp. 194-195, table 30 (Washington, D. C., 
1951). 

Department of Commerce. Survey of Current Busi- 
ness, vol. 32, p. 24 (Washington, D. C., July 1952). 

I. 8. Falk, C. Rufus Rorem and Martha D. Ring. 
The Costs of Medical Care, pp. 8-9. University 
of Chicago Press (Chicago, IIl., January 1933). 

Louis S. Reed. Health Insurance: The Next Step 
in Social Security, p. 19. Harper & Brothers 
(New York City 1937). 

Social Security Administration. Social Security Bul- 
letin, vol. 13, p. 29, table 6 (Washington, D. C 
September 1950). 

Social Security Administration. Social Security Bul- 
letin, vol. 15, no. 9, p. 29, table 6 (Washington, 
D. C., September 1952). 

Dean A. Clark and Katharine G. Clark. Medical 
Care, Social Work Year Book 1949, p. 302. Ameri- 
can Association of Social Workers. (New York 
City 1949). 

Department of Commerce. National Income: 1951 
Edition, ne 198-199, tables 30 and 31 (Washing- 
ton, D. C., 1951). 

Department of Commerce. Survey of Current Busi- 
ness, vol. 32, p. 26 (Washington, D. C., July 1952). 
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9. GOVERNMENTAL EXPENDITURES 


In 1950-51, Federal, State, and local governments spent 
$3.2 billion for civilian health services, including new hospital 
construction and medical research.' 

The Federal share of these governmental expenditures for 
civilian health services and research has accounted for about 
one-third of the total for each of the past five fiscal years. 
That share would be less if school health, medical expendi- 
tures for recipients of public aid, and education for the health 
professions in State and local universities and colleges were 
included in the total. 

The largest single item of these Federal, State, and local 
health expenditures in each of the five years is the amount 
spent for hospital and medical care, an amount which has con- 
sistently accounted for more than half the total (nearly 
$1.8 2 billion of the $3.2 billion in 1950-51). 

The next largest single item in the total governmental 
health expenditures for each year shown in the table is for 
community health services (excluding maternal and child 
health care and medical rehabilitation programs) which ac- 
counted for about one-fourth of the $3.2 billion spent in 
1950-51. The Federal share in this item has declined over 
the period from one-eighth to less than one-twelfth. 

Expenditures for new hospital construction, the third 
largest single item in the total in 1950-51 (nearly $572 million) 
have risen from less than one-twentieth of the total in 1946-47 
to more than one-sixth, largely because of the Federal grant 
provisions of the Hill-Burton Act. The Federal share of this 
total was about one-third in 1948-49; it was nearly half in 
1950-51. (It should be noted that some of the Hill-Burton 
funds were matched by private funds rather than by State 
or local governmental funds.) 

The fourth largest item in governmental expenditures for 
civilian health in 1950-51 is that for research, which repre- 
sents less than 2 percent of the total. The $2.0 million in 
State and local expenditures for each of the five years repre- 
sents estimates of amounts appropriated for research purposes. 

1 This total excludes health services and research expenditures by the military 


establishment, research expenditures of the Atomic Energy Commission, and 
international health activities. It also excludes medical expenditures under 


. public aid programs, school health programs, and workmen’s compensation, as 


well as expenditures for academic education in the health professions. 
2 Includes Federal expenditures for medical care of veterans. 
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GOVERNMENTAL EXPENDITURES 


Table 2.1.—Expenditures by Federal, State and local governments for civilian health, by type of program, fiscal years 
1947-51 


[Millions of dollars] 






































1946-47 1947-48 1948-49 
pape cf promam ; State State State 
Total | Federal and Total | Federal and Total | Federal and 
local local local 
RS pe Ten VE 1 is ie | 678. 4 |1,038. 7 |2, 061. 5 716. 7 |1, 344. 8 |2, 575. 6 828.0 | 1, 747.6 
Hospital and medical care ?______ 1,076.0 | 530.9 | 545.1 |1,324.6 | 547.2] 777.4 11, 589.1 603. 1 986. 0 
New hospital construction 3______ 84. 8 28. 8 56. 0 123. 1 Bol 68.0 | 299. 4 94. 4 205. 0 
Community and related health 
Oo eae ee a 488. 7 63. 7 425. 0 5515 66. 6 484, 4 613. 3 74.9 538. 4 
Maternal and child health care 5__ 51.9 43. 7 8. 2 34. 1 25. tt 9.0 30. 8 20. 5 10. 3 
Medical rehabilitation ®_________ B25 KS Nae 5,2 2.6 2. 6 6. 2 301 Bal 
Medical and public health re- 
Seppe te Sy Pettey ace 10. 1 8.1 2. 0 19. 8 17.8 2.0 31.3 29. 3 2.0 
Health personnel, in-service train- 
iy, nn 1s hase Be Bg 251 1.4 AW Sh 2.13 1.4 5.5 26; 2.8 
1940-50 1950-51 
Type of program : : 
State and tate an 
Total Federal Toeal Total Federal ioeal 
DEL ES ee eee 2, 945. 0 1, 015. 8 1,929.2 |] 3,248.8 1, 046. 9 2,179.0 
oemitanana medical care ?_......._..._....=- 1, 657. 6 644. 0 1, 013. 6 1, 763. 3 642. 7 1, 120. 6 
mew Liospital construction ®?__.___._.__.._._.- 521. 7 219. 7 302. 0 571.9 254. 9 317.0 
Community and related health services 4________ 661. 7 65. 8 595. 9 810. 4 61. 2 740. 2 
Maternal and child health care §______________- 28. 8 Ai ae 9. 7 34. 4 23.1 tins 
Seemienbrenmoilitation ©) __=. .............-- 6. 4 3. 2 3. 2 6. 5 3.3 3.3 
Medical and public health research 7___________ 60. 6 58. 6 2.0 58. 7 56. 7 2.0 
Health personnel, in-service training §_______~_- 8. 2 5. 4 2.8 (fa) 5. 0 2. 6 


1 Excludes all medical expenditures of the military and 
the Atomic Energy Commission, medical services under the 
public aid programs ($225 million in 1951) and medical 
care provided to Workman’s Compensation cases ($210 
million in 1951). Further excludes expenditures of State 
agencies for the School Lunch program which are included 
in tables 2.4, 2.5, and 2.6. Laie 

2 Includes hospital and outpatient care in public insti- 
tutions and expenditures for maintenance and improve- 
ment of existing facilities. Excludes expenditures for 
domiciliary care by the Veterans Administration and 
institutions for chronic care (other than mental and tuber- 
culosis). ; 

3 Federal expenditures include cost of hospital planning 
and surveys as well as grants for construction; State and 
local expenditures represent new construction only. 

4 Federal expenditures represent those made by the U.S. 
Public Health Service (except for international health 
activities, the National Institutes of Health, medical and 
hospital care and hospital construction and professional 

education and training) and by the Food and Drug Ad- 

ministration; State and local expenditures represent all 
community health and sanitation expenditures by public 
agencies except those in connection with schools and public 
welfare and those classified elsewhere as health and medical 
‘services. : 

5 Federal expenditures are for the Maternal and Child 
Health program, the program for crippled children, and 
the wartime Emergency Maternity and Infant Care 
program; State and local expenditures represent required 


234763—53——12 


matching of Federal grants under the Maternal and Child 
Health program and under the program for crippled 
children. é 


6 Expenditures for medical care and services under the 
Vocational Rehabilitation Act. 


7 Represents all expenditures (except for education and 
training) of the National Institutes of Health, U. S. Public 
Health Service, and estimated amounts appropriated by 
State and local governments for medical research, 


8 Represents in-service training of the Children’s Bureau 
and of the National Institutes of Health, and other units 
of the U. 8S. Public Health Service. Excludes professional 
education and training cf nurses, physicians, and other 
medical personnel and expenditures in State supported 
medical schools. 


SOURCES: 

Social Security Administration. Annual Statistical 
Supplement, 1949. Social Security Bulletin, vol. 13, 
ae p. 29, table 6 (Washington, D. C., September 

950). 

Social Security Administration. Annual Statistical 
Supplement, 1950. Social Security Bulletin, vol. 14, 
be a p. 25, table 5 (Washington, D. C., September 

51): 

Social Security Administration. Annual Statistical 
Supplement, 1951. Social Security Bulletin, vol. 
15, no. 9, p. 29, table 6 (Washington, D. C., Sep- 
tember 1952). 
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Trends in governmental expenditures for current operations 
and capital costs for health and hospitals are directly affected 
by several factors, including prices the Government must 
pay, population changes, and changes in the scope of services. 

From 1913 to 1932 over 85 percent of the increase in 
Federal, State, and local expenditures for health and hos- 
pitals reflected increases in service. Since 1982, for all levels 
of government combined, expansion of services has accounted 
for half the dollar increase in total expenditures. During 
the 1930’s, the amount of health and hospital ‘“‘service’’ 
decreased as price and population increases negated dollar 
increases. 

Each of the three levels of government accounted for 
roughly one third of total expenditures in 1950. Federal 
expenditures for Federal hospitals represented 38 percent of 
all hospital expenditures and further Federal funds (grants 
to the States for hospital construction) are included in the 
State and local hospital expenditures. Expenditures for 
health services are far larger at the local level than at the 
Federal level of government. 

Chart 2A.—Dollar increase in governmental expenditures for health and hospitals and the percent of the increase 
arising from higher prices, a growing population and expansion of services, 1913-50. 


Increase in 
Expenditures (millions) 
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$1,780 
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300 R aeee 
<2 OO 
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ae ITS 
» o, xO OY 
secre $150 thas 
$102 7S Rieger doe “patel tonal] COOSS: “ 
100 REE ‘ 
RS 84% : \ 
1%, enenneeeeeae RR 26% $9 \\ \ 
O 5 ora Fevcectepenert coe ports 3 %o 74 Vo RRR \ 
Health Hospitals Health Hospitals Health Hospitals 
1913-1932 1932-1942 1942-1950 


Source: See Table 2.2 
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Table 2.2.—Analysis of factors in increase of governmental expenditures for health and hospitals, 1913 to 1950 





Amount of 
expenditure ! 
(in millions of 








1 Compiled from records and reports of the Census 
Bureau and classified according to standard Census cate- 
gories for reporting of governmental finances. Hospital 
expenditures represent hospital construction and upkeep 
as well as hospital care. Health expenditures include 
public health services, medical care, medical research and 
training. Aid given to other governments is excluded 
from the direct expenditures of the government giving the 
aid. The definitions of the Census Bureau differ in certain 
respects from those used by other sources reporting ex- 
penditures in the health field, resulting in differences from 
total amounts shown in other tables. Expenditures for 
the Armed Forces, for recipients of public assistance and 
for schoo] health activities are among the items excluded 
from the above expenditures. ; 

2 To measure the influence of price changes, the expendi- 
tures of successive years were broken down between pur- 
chases of personal services; supplies, materials, and con- 
tractual services, construction; equipment; and other 
components. For each ccmponent an index of price 
change was developed. 4 

Even though expenditures for health services and hos- 





Percent distribution of factors 
in expenditure? change 


Increase in (100 percent equals net change) 











Level of government dollars) fect (outnin 
indicates [- 
decrease) 
Year Year Prices P ors Services 
1913 1982 — 
Federal-State-local: 4 RU aes 
Health Sea Se ee es eee ea ee 27 129 102 5 11 84 
eres eee ee 78 419 341 3 10 87 
Federal: 
Health mente eel nS US a So Fee 3 8 5 50 25 25 
Beeriiais. | aeeeeiee lO! POL 902 il Uh 5 86 81 8 2 90 
State 
Health re a eee eT de 7 22 Ph SR ee 18 82 
OE SSS ee ee ae 36 191 Ld laos 3 9 91 
Local 
iy AS VO Rae ae a sr 17 99 82 3 8 89 
ee re ee eee of 142 105 u 16 77 
19382 1942 1932-42 
Federal-State-local: 
EIGTINAN. oa ee rrr 129 138 9 74 26): |e ee ae 
: ieee ee Ree Oe Ore oo oe See gee 419 569 150 84 ie nae 
Federal: 
TLD. ae ee 8 12 4 25 25 50 
Gls ies SS ge ae ae oar tee 86 90 + 78 yA ee eae oa 
State: 
ElcHitii enna mre ee a 22, 55 313: 18 a 75 
CUS ee S 191 245 54 85 Lote ee 
Local: 
Fica) (eee eee Pt ee iis 99 CL Se: | ee ee ae ee ee ae |e ee 
Lie ie See Sarto 2 ee eee 142 234 92 78 13 9 
1942 1950 1942-60 
Federal-State-local: 
(BUEN nn ages ee gE re 138 363 225 160 11] 129 
iB OIE. I ee rr aes eee 569 2, 349 1, 780 of 6 57 
eB YETEDLC oo oa 2 ES 
lebecuhlgu, oo ls ye a ee 12 84 (bP? 25 2 73 
risers oy. a oe 90 904 814 17 Ye 81 
State: 
QQ. 2 a a ee a Pe bo 129 74 66 13 21 
ee ee ee 245 696 451 53 10 37 
Local: 
TUSSI oa 0 ge ‘Al 150 79 76 13 11 
CEES AS 0 0 oo a a aR ee ane ce ae a 234 749 515 48 9 43 





pital facilities are presumably quite directly related to the 
size of the population served, it cannot be assumed that 
any change in population calls for a proportionate change 
in health and hospital expenditures. However, there is 
no other basis for measuring readily the influence of popu- 
lation growth on government expenditures. Hence, for 
the purpose of this analysis, amounts proportionate to 
the increase in population have been assumed to measure 
the extent to which increased expenditures merely reflect 
population growth. 

Using the price indexes and population changes described 
above, the amount it would have cost to provide services 
furnished in the later year at price levels of the earlier year 
was computed. This was compared with the actual 
amount spent in the earlier year. The difference, up or 
down, represents the amount of change in government 
expenditures attributable to level-of-service changes alone, 


Source: Based on material prepared by Robert F. Drur 
for the forthcoming revision of the volume, America’s 
Needs and Resources, Twentieth Century Fund (New 
York City, N. Y.). 
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The Federal budget for 1952-53 represents an estimated 
outlay of $85.4 billion. Expenditures for civilian health 
services are budgeted at about $1.1 billion, of which $800 
million is allocated to medical care of veterans and construc- 
tion of veterans’ hospitals. 

The remaining Federal health expenditures for services to 
civilians, aggregating an estimated $341 million, include 
estimated grants to States for public health hospital construc- 
tion, and for maternal and child health, as well as estimated 
expenditures for Public Health Service and related hospitals, 
and for medical care of Indians, Federal prisoners, and 
others entitled to medical care from the Public Health 
Service. 


Table 2.3.—Estimated Federal budget expenditures, fiscal year 1953 


aa ea a a en ee a eS TS 


Estimated budget Estimated budget 





expenditures expenditures 
Functions Functions 
Amount Amount 
(millions Percent (millions Percent 
of dollars) of dollars) 
BLO GALE ee te en ees ee 85, 444 10050 |Health services2 =) sss-0-- = -So-2 1, 148 3 
— Veterans medical care_--_---- 695 8 
MANthEY 20s oop <a et eee 51, 163 59. 9 Veterans hospital construc- 
Rntemnational seo] Sa eee 10, 844 12. 7 TIONS eee an AS e453 ee 107 ak 
Mnteresteet oe kn ae eee 6, 255 7.3 Other civilian health services !_ 341 4 
Veterans, except health---------- 3, 395 4.0 || All other budget expenditures ---_-_ 12, 644 14. 8 


a eS a a a a ee ae en ee ene LS 
1Total estimated expenditures of the Public Health public health, the inclusions differ somewhat from those 


Service (including grants to the States for hospital con- in table 2.1. 
struction), Saint Elizabeths and Freedmen’s Hospitals, Source: Bureau of the Budget. The Budget of the 


medical care of Indians and Federal prisoners and grants 
for maternal and child health and crippled children. 
Defined by the Bureau of the Budget as promotion of 


United States Government for the fiscal year ending 
tan) 30, 1953, pp. M12 and M63 (Washington, D. C., 
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One penny out of each budget dollar of the Federal govern- 
ment is to be spent for civilian health activities in the fiscal 
year 1952-53. Most of this estimated Federal outlay for 
civilian health services will go for medical and _ hospital 
services for veterans. 

Military services, including the health services provided 
for members of the armed forces, will take an estimated 60 
cents of each budget dollar of the Federal government. 
Benefits for veterans other than their health and hospital 
services will take an additional four cents. 


Chart 2B.—The budget dollar of the Federal Government: where it comes from and where it will go, fiscal 
year 1953 


Where it comes from... 


Where it will go... 





Customs and 
other taxes 


NOTE: Expenditures by the Veterans 
Administration for medical and hospital 


services are included in the I¢ shown 
for health. 





Veterans 





Source: Bureau of the Budget 
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The Veterans Administration’s health activities in the 
fiscal year 1949-50 accounted for more than half (52.9 
percent) of known Federal obligations incurred for health 
purposes in the year. Health expenditures of the Depart- 
ment of Defense (insofar as they are available) and of the 
Federal Security Agency each represented about one-fifth 
of the total. 

The Federal Security Agency was the main administrative 
agency for Federal grants-in-aid to States for health purposes 
in 1949-50 (96 percent of the total). That agency also 
carried the major responsibility for Federal expenditures for 
medical research (70 percent of the Federal obligations for 
that purpose). The Atomic Energy Commission was re- 
sponsible for 13 percent of the Federal medical research 
total and the Department of Defense for about 11 percent. 

Federal expenditures for medical and health training were 
shared about equally by the Department of Defense and 
Federal Security Agency, each bearing a little less than half 
of the total. The Veterans Administration bore about 
6 percent of the expense. 

The Veterans Administration was responsible for all but 
about 3 percent of the Federal expenses for construction of 
Federal medical facilities and nearly two-thirds of the 
expenses for in-patient and out-patient services to Federal 
beneficiaries. ‘The Department of Defense was responsible 
for nearly 60: percent of all Federal expenses for health of 
employees. The small share of the Federal Security Agency 
in these fields excludes amounts granted to States for hospital 
construction and public health activities. 
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Table 2.4.—Obligations by Federal agencies for health activities, fiscal year 1950 








Type of obligation 

















Medical care 
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Total 
Agency obliga- 
tions ! State Re- Train- | Regu- rc Pre be All 
aid search ing latory saci eae health | Other 
. out- 
nee patient 
services 
AMOUNT (THOUSANDS OF DOLLARS) 
ele ee 1, 534, 729 |211, 519 | 89, 457 | 19, 981 | 26, 475 |219,176 |909, 227 | 4, 081 54, 813 
Veterans Administration. _____ 812, 434 3, 355 3, 719 T1607 |e eee 212, 355 |580, 198 174 11, 473 
Department of Defense ______- S31 O05 Meee es 9, 751 9, 283 1933 | 3fueee 276, 280 2, 409 31, 349 
Federal Security Agency_-_____ 330, 924 |203, 800 | 62, 612 9, 249 9, 306 179 | 39, 842 156 5, 780 
Department of Agriculture ____ 118)'525 BY has LSTA Aare LS 8223. (sees ee) TOA ROS 44 30 
Department of the Interior____ 16, 967 570 65 | 2ae ee Slee se ae a ooD 9, 498 87 2, 412 
* Atomic Energy Commission __ _ Water AAUP. Pee Se 11, 831 28 Oi ln ae 2, 307 1 pOLG i aeee eS 327 
ro 9, 104 39 LAU are ae ye) Se nae 2, 393 1; 254 3, 442 
PERCENTAGE BY TYPE OF OBLIGATION 
Oye Sa ae le 100. 0 13. 8 5. 8 1.3 1 af 14. 3 59. 2 0. 3 3. 6 
Veterans Administration __ _-~_- 100. 0 4 40 ¥2 1452 ae 26. 1 71.4 (?) 1.4 
Department of Defense _ ___-__- LOOZO: (pee es 2.9 2.8 eG ie Shee Be 83. 5 oa 9. 5 
Federal Security Agency -- _--- 100. 0 61. 6 18. 9 2.8 2.8 2 12.0 (?) ef 
Department of Agriculture _- -- 100. 0 20. 3 oe ee re A Se an ee Pee 22 .2 
Department of the Interior___- 100. 0 3. 4 JAS ee | eee 25. 5 56. 0 Bis 14, 2 
Atomic Energy Commission - - - LOGO: } 75. 0 1SO fh ee 14.6 Gear een 2. 1 
a St a a i oo 100. 0 .4 12) ee ANE ee ae 26. 3 13. 3 37. 8 
PERCENTAGE BY AGENCY 

CSA a are 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 
Veterans Administration - - __-- 52. 9 1.6 4.2 DSB) |. AGA see 96. 8 63. 8 4,3 20. 9 
Department of Defense _ - ----- PN i Bas een en 10. 9 46. 4 fee vg cee ae 30. 4 59. 0 57. 2 
Federal Security Agency - -_--- 21.6 96. 3 70. 0 46. 3 35. 2 ol 4,4 3. 8 10. 5 
Department of Agriculture - - _- 1.2 1.8 Li. 7208 cee DONOR. phew sto Soe wee 1.2 et 
Department of the Interior_ --- 16d .3 Ja Af 2 Se ee 2. 0 1.0 ZF 4.4 
Atomic Energy Commission - - - LNG: BS ats 13. 2 1G) 1D Ee eee 1,1 mS iy ee ee EG 
MOM UNOT epee ees cee ek .6 (?) ‘AL Se. Soe ek ’ Fy ig Seek ees .3 29. 6 6. 3 











1 Limited to items in the budgets of Federal agencies 
that can be definitely identified as health and medical care 


expenditures. 


Excludes cost of pay of health personnel 


in the Air Force but includes pay of personnel in the Army 


and Navy; excludes unknown amount for other health 
services which are not identifiable. 
2 Less than 0.05 percent. 
Source: U.S. Bureau of the Budget. Unpublished data. 
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Table 2.5.—Approximate total expenditures for health activities by all offici 


STATE AND LOCAL GOVERNMENTAL EXPENDITURES 


State governmental agencies spent almost a billion dollars 
for health activities in 1948-49. Of this amount, State health 
departments spent only about one-sixth. A larger propor- 
tion was spent by the State departments of public welfare, 
which accounted for one-fifth of these expenditures in the 
fiscal year 1948-49, and by special State boards or commis- 
sions, boards of control and independent hospitals, which 
spent an additional 40 percent of the State total. 

In the Southeastern States the expenditures of health de- 
partments accounted for a larger proportion of the total than 
in any other section of the country. In these States, health 
department expenditures comprised 25 percent of all funds 
for health, whereas the welfare departments in these States 
accounted for only 6 percent of the total. 

More than 63 percent of all expenditures for health in the 
New England States was made by the special boards or com- 
missions, boards of control and independent State hospitals. 


total amount expended by agencies of each type, fiscal year 1949 


al agencies of each State and proportion of 


a a nn a yn 








KE g Percent of total expended by each agency 
ao x ——— CdS 
Sao ; 
& ct as o 4 § a re = 2 
as & a a oO ~S g 2 > vel 
SS aS ~ oS 74> i 8 g ° io) mM 
ce eh 3 Bb 8 5 9 ra co ie hanes Fes 
; Ee: lath G0 aa I fi hho a BA hag 
Region and State Sea 4 Fr io oa z= on g Pan ia ne 
ve ° S) os 3 r) Ee ee aa | es [8s 
2ao8 4 ~ ~ as ~ » 42 - ° ax B as) 
au a | | | | =| a O 4 ® aS 
sees = x x x = © eae as As ap © 
Bog g | S s a ) q a es oO 
Lo} » » » » ce he o 3 
OS mM ° = a hy a HH a) Lo} a, tu 
be oa 3 a 3 a 3 3 Z x 2 ) 
Bese = OQ. 2 OQ rom Pa 3 = ns a! 
a © © 6) o © 5, ro) 3 gS a 
< A A A A A oo) fQ 4 oy o) 
United States # fa. - 2 = -~a8 962,186 | 17.5 | 20.0 pais 24 1 1064 1 27, Gs 0 4.7 4, 7. 
New Englands ...2553-.2---b--= 76, 168 | 16.7 | 11.6 .8 .8 | 42] 40.0 6. Doh lil A 2p err 2.5 
Gentral. Atlantic. ose ss - see == 297, 348 | 19.7 | 18.7 8) 48 14,4 | 39.7 6: 4tlasiee dy a6 5.4 
Southeast. $.0.<-. cleans eeeee 157, 715 | 24.5 6.1 oa .8 | 25.5 | 14.2 5.6 | 11.4 3. 4 5.9 
Southwest 222.2 ee eee 48,615 | 15.9 6. 2 ail cL hh 38 | 18.9 | 28d 4.8 9. 9 3.2 
Fast North;Central. #5. 2222-2: 185, 274 | 12.3 | 44.1 6 .6 TERIA BOUL Eee ea | ee a 8.3 3. 4 
West North Centralo 22-2 2--.-- 68, 729 | 13.8 | 22. 7 1.2 .4 }/10.6 | 13.5 | 19.3 Pe WO im ee 1.4 
Rocky Mountainis2fecs-- 2s 22°:3657)" 15.3 [71359 10a oO ielsse 44 5) 1622 or 1 9. 4 2. 5. 
Fat Westullt 0). Juveries Cou 105,971 | 14.3 | 13.7 17am SESS 7.14.118550c :10).7 a. 3.6 8.1 
New England: 
Connecticut. __-..<22----428 19, 161 9.4 |3 7.6 Wd oka! B18 \023.. 5) deen Be 53. 5 (4) 1.5 
Maitebingdt! amhrek ia ee 5, 771 | 24. 7 1.4) 34 -1/384 8:4 CONS auL ted ewes aE 1.5 
Massachusetts. ------------- 87, 556 | 17.3} 9.0 Pate a2 -e00. O84 Joo. leek (4) ys | 
New Hampshire... ---------- 4,616 | 12.6 | 12.7 (4) 4 5. 9 Ss Sil eae as 62.4522 Hb 
Rhode Island 2.5. eee 6, 545 | 30.5 51. 4 .8 .9 4.9 12 toh ee eee lias 
Vermont. 200 eee 2 Be0s Lied | ee ek 6. 8 Pee LS 1h 2, 2M ES Bl ee (4) 10. 4 
Central Atlantic: 
Delaware! eeu ee ee 3,310 | 19.6 Sy SE) Qa fe ae ace TEA NS B27 oe |e 20. 0 
District of Columbia 17, DOS ha. 0 lane enone eee POMBO TOW) SiO Mle wee ce be el eee 44.1 
Maryland. cj20 ote ee eee 15, 625 | 35. 7 als eae OME Onl AD silo! ee | See 12.1 1. 5. 
New Jerseys #022 cs-e ene 8 20, Jide LO 4 reso (*) AHN CIP: Bas Bape 77.1): 2S eee 4.9 
Newsy Of koe ee ee ee oe 163, 965 | 16.4 | 8.3 4 Geom 4 1s) (G35 Lal so-so. oe ee 9 
Penney] Vani62u- ooeee eae 65,070 | 19.6 | 60.3 4 Bi ORO RCM y id Pee in ees (4) 3.8 
Weat Vireinint.. cs.6¢s4---< 11, 756 | 10.9 | 22.5 4 6s) 11.8 25156309: P| ae 21.1 
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Table 2.5.—Approximate total expenditures for health 
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activities by all official agencies of each State and proportion of 


total amount expended by agencies of each type, fiscal year 1949—Continued 
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Basa) eg) @ 
Kero ~ » 
[Cs n ° a ol 
Boos |e nee 
a Qpw D > 
<q a A 
Southeast: 
PURI eee a es 2 12, 251 923.07 (4) 
Wineieessn2 2. WELLS. 61 8,710 | 14.5 |34.6 
LPL DIEG 2 ss 90 Be rr 11,495 | 25. 9 7.0 
eee oo U2 INe ITT 15, 553 | 40.8 | 27.0 
UAT Sel en re 9, S12 i222 tle 20a 
Lie UNENGTa Cs eS ata aes ne apertca 29, 825 | 10.2 Dba 
ll 9, 842 | 32.9 .6 
Wertin, @arolinas....-2.._.-. 18, 619 | 22.7 sal! 
SOmim@ArOlnase sos =) 10, 621 | 31.6 .6 
PRGIMERROGe aes sete fo 10, 729 | 35.8 .9 
\ URN ITaa9, se 20, 258 125. 5 ve) 
Southwest: 
J TROD Se | 4,475 | 13.3 6. 3 
INeMVNNVIGRICOS 2222s else. ok 3, 461 | 20.8 | 26.6 
Oklighoms s2eles Pots ii) a 12,599 | 16.6 | 14.5 
eee 28,081 | 15.3] (4 
East North Central: 
LN PCEZOVIE) 8. ge ei a 57, 451 8.8 | 65.5 
LA olgi its <n a a 15) SOG MSL GAZ aloes 
LOT OO a a irae 60, 396 | 15.5 | 14.0 
iQue ae ey Te 38, 673 6.4 | 74.8 
WVISCONISUIT ete rs Boe 13, 247 (225.8 Sout 
West North Central: 
ih vy te ee 14, 368 6. 9 gaa 
isp aver ja LS La rr a 10, 214 | 12.6 | 48.0 
NWirTmMesOlAs He == 2 ess ek nk S 16, 546 | 10.5 |? 57. 6 
INEST emer Soko el! 14, 663 | 24. 7 33 
Nepinsicaeeee es Joo LST 6; 286" O27 ae eee 
WortheDakotas. 9.4 --2-.-- 4.136 W119) 1838 
Sauiin (DN PL a NEL P48% 055 8.2 
Rocky Mountain: 
MOlOPACOM ease ssh 2252222224 10, 038 | 10.2 | 11.4 
JLolhavay | 8 Se Se 2,488 | 31.8 8. 2 
Montangiee 2... 253.0 22.-- 2. 3,370 | 14.9 38 
al! ee re 4,400 | 19.8 | 39.6 
Cao. OS a eee 2,070 | 11.4 (4) 
Far West: 
Cola ite oe oe 60, 557 | 20. 6 ib 
Nitec. 5. Sas ae 1,396 | 19.1 (4) 
i a a a 11, 703 7.9 | 38.9 
Weaenimeton.__...£...-.----+4 32, 316 4,7 239.3 


1 Amounts almost always cover the fiscal year 1949 as 
established in the several States. These expenditures 
represent index rather than absolute amounts. In some 
instances, estimates were accepted in the absence of precise 
expenditure records. Expenditures for constructions are 
not included. 

2 Because of rounding, the sum of the parts may not add 
to the totals. 

3 Information incomplete. 


Percent of total expended by each agency 
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4 Information not available. 
5 Less than o of 1 percent. 
6 This facility is an independent State laboratory. 


Source: Joseph W. Mountin, Evelyn Flook, and Ed- 
ward E. Minty. Distribution of Health Services in the 
Structure of State Government, 1950, pt. I, p. 40. Public 
ios Service Publication No. 184 (Washington, D. C., 
1952). 
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Total health expenditures by all official State agencies of 
nearly $1.0 billion in the fiscal year 1948-49 represented 
$6.36 per capita. 

The highest per capita expenditure for health was $8.30 by 
those States in the Central Atlantic region, while the lowest 
per capita was $4.27 for the Southwestern region of the 


United States. 


State funds accounted for 74 percent of this total; 25 per- 
cent came from Federal funds, including 9 percent of the 
total from the Department of Agriculture primarily for school 
lunch programs. 

These expenditures include amounts spent by all agencies 
of State governments for preventive services, hospital care, 
and other medical care and include funds received by States 
from Federal agencies, local governments, and private agen- 
cies. They do not include local funds spent by local govern- 
ments for health activities. 


Table 2.6.— Approximate total and per capita expenditures for health 
distribution by source of funds, 


Region and State 





United States_____- 


New England_____-___--- 
Central Atlantic 
Southeast soo 2 eee eee 
Southwest. ooo eee 
East North Central____._- 
West North Central___-_-- 
Rocky Mountain 
Har.Weste. eee 
New England: 
Gonnecticnie = a2. 


Massachusetts_____---- 
New Hampshire 
Rhode Island 


Maryland 2¢ 2 be eee = 
New Jerseyzt22 22) $23: = 
New i orks 
Pennsyl Vania. 2e- 2s = 
West Virginian 32 S225 


Approximate annual 


expenditure for 


health activities by 


all official agencies 

















Total 
(thousands Per State 
of dol- | capita? | funds 

lars) } 
962, 186 $6. 36 73. 8 
76, 168 8. 16 79. 7 
297, 348 8. 30 83. 7 
157, 715 4, 95 60. 0 
48, 615 4, 27 56. 4 
185, 274 6. 07 78. 3 
68, 729 4, 86 65. 6 
22, 365 6. 36 60. 4 
105, 971 7. 23 70. 3 
19, 161 9. 51 78. 5 
5, 771 6. 27 72. 4 
37, 556 7. 99 81. 5 
4, 616 8. 61 73. 6 
6, 545 8. 31 86. 3 
2, 520 6. 63 «i beers 
3, 310 10. 38 80. 0 
17, 509 22. 16 95. 6 
15, 625 6. 64 77.3 
20, 113 4.13 53. 8 
163, 965 10. 99 84. 9 
65, 070 6.17 90. 8 
11, 756 5. 85 70. 4 








activities by all official State agencies and percentage 
fiscal year 1949 
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Table 2.6. 





distribution by source of funds, fiscal year 1949—Continued 




















Approximate annual 
expenditure for 
health activities by 
all official agencies 
Region and State 
Total 
(thousands Per State 
of dol- | capita? | funds 
lars) } 
Southeast: 
lebama=. oo eres SS Le 2ot 4. 00 48. 2 
ANT HEC NER Chae aaa ae ys, ea a 8, 710 4.55 56. 2 
HOT Neee es ee 11, 495 4,12 64. 3 
SS: a 2 15, 553 4. 50 56. 4 
| SSCENOT OIE) [ApS a 9, 812 3. 32 44.1 
Rast eee— eS 29, 825 11. 10 83. 1 
INMASSISSIP Plas 2 a 2 a 9, 842 4. 51 48.9 
Nort Garolina.. == 2 _| 18, 619 4. 56 59. 8 
south Garolina__ 5 5...-. 10, 621 5. 01 54. 9 
ibenmessee = 2.22.) SS 10, 729 3: 25 44,2 
Wagar 8 Da ene mee 20, 258 6.11 59, 2 
Southwest: 
PATA se 4,475 5. 94 35. 6 
New Mexico... oi-u 3, 461 5. OF 60. 1 
Okishomaee= 2 oaks 12, 599 5. 64 65. 3 
IG 2 le 28, 081 3. 64 555. 
East North Central: 
LUMO: =. a oe 57, 451 Gai 89. 3 
Geli 15, 506 3. 92 56. 5 
Miiehigny ot 60, 396 9. 44 TQn0 
ONIN GS pe, ea a ae 38, 673 4. 86 74.9 
Wisconsin 5 8 eee. _ 13, 247 3. 84 60. 0 
West North Central: 
Nowy eee ees 8 lee a 14, 368 5. 45 70. 4 
Warisas t= te too eee ace 10, 214 5. 33 55. 4 
(MaInnesoua-. a. 16, 546 5. 51 80. 1 
INGissourie eels vee 14, 663 3. 69 65. 5 
Nebraska... Wee 6, 286 4. 70 40. 4 
North Dakota... .22--=- 4, 136 6. 62 SL. 3 
peuthrDakota.._= <=" 2 O16 3. 81 rowel 
Rocky Mountain: 
@oloradomee....s=s2 =< 10, 038 7. 50 65. 6 
Fashoweee.o. eelecns 2, 487 4.19 58. 0 
IMGntana Se. ei k 3, 370 5. 63 45.9 
(Witahepetet eae 2 2 - 4, 400 Glos 61. 8 
CO 2, 070 fe 59. 3 
Far West: 
Wantounian Soe. 2. oo5 60, 557 5. 72 RUT, 
Mua ees oS a ke 1, 396 8. 72 17.0 
Derorers 8 eS 11, 703 7. 67 53. 8 
pVaeswingtonsst...- 2° .-- 32, 316 13. 57 75. 4 

















1 Amounts almost always cover the fiscal year 1949 as 
established in the several States. These expenditures 
represent index rather than absolute amounts. In some 
instances, estimates were accepted in the absence of precise 
expenditure records; in others, it was impossible to secure 
even an estimate. Expenditures for construction are not 
included. 

2 Department of Commerce, Bureau of the Census, 1950 
Census of Population, Advance Reports, Series PC-9, 
No. 1; PC-11, No. 1; PC—4, No. 2. ete 

3 Includes Public Health Service grants-in-aid for general 
health, venereal disease, tuberculosis, mental health, 
cancer, heart disease, and hospital survey and planning. 
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Approximate total and per capita expenditures for health activities by all official State agencies and percentage 





Percent of total derived from each source 
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4 Includes Children’s Bureau grants-in-aid for maternal 


and child health and crippled children. 


5 Includes that portion of the grant-in-aid from Office of 
Vocational Rehabilitation utilized for physical restoration. 
6 Primarily grant-in-aid from Department of Agriculture 
for the school lunch program. 
7 Less than 0.05. 


Source: Joseph W. Mountin, Evelyn Flook, and Ed- 
Distribution of Health Services in the 
Structure of States Government, 1950, pt. I, p. 43, Public 
Health Service Publication No. 184 (Washington, D. C, 


ward E. Minty. 


1952). 
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In 1951-52 the States and local communities had about 
$270 million to finance their public health services. Roughly 
two-fifths of all funds for public health services came from 
local governments, two-fifths from the States, and one-fifth 
from the Federal Government. 

Federal grants for general health programs, disease control, 
and water pollution control accounted for less than one- 
seventh of the total available to States from all sources for 
health programs. Federal grants for maternal and child 
health and services to crippled children represented less than 
one-tenth of all State health funds from all sources. 


Table 2.7.—Total amounts available for all public health services, fiscal year 1952 











Item Amount Percent 
nitediStavcse oe 2 eee eo at eee eS $271, 426, 675 100. 0 
State appropriations andices.__-_¢.4-..--4- 2b... 106, 511, 208 39. 2 
State health department !___.____._-------- LOUIS (o2) senses 
Mental health authorities ?_..-__.---------- AT 64476) |oes fo. 
Local appropriations 122 42 4. - 2. 4-6 <8 Se oe Se = 5 103, 695, 067 38. 2 
Federal appropriations. .«...-.---s-@2-.-_442-... 61, 220, 400 22. 6 
RublictHealthuservice == 2 oe eee cea ee 37, 310, 800 13. 8 
General" Health oats se ee eee ee ee 13.5 007000) |S 2 22 2e 
Venerealipiseases a fee 2 eee ee eee ays) a4 0) 0 Fane eis Se 
Tuberculosis i@ontrole ee ose eee eee D SUOHOOO so 20 ae 
Mental-Healthit= 2 ae seb ees ee oe OORO00 fee ese== 
Cancer Controlo2 2 #2 2 oe ene ae ee B LOUNOO0 |= 735 ae 
Heart Disesse: Controluc... coke esate on 8 15500; 000: 42.2228 
Water Pollution Control (industrial waste 
Studies) as Jo 2k Bee aoe eb o- tot ee - - MBeeOUU |... sees 
Ghildran's Durenlle 1 ao ase a ene ede ee ae 23, 909, 600 8. 8 





1 Excludes identified in-patient care. 

219 State agencies other than State health departments. Excludes in-patient 
care. é 
Source: For State and local funds, Form PHS-970 and budgets submitted to 
the Public Health Service, Division of State Grants, by State health departments 
and mental health authorities. 
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Federal grants-in-aid for health have stimulated both an 
absolute and a relative increase in State and local financing 
of health activities. Increases have occurred in Federal 
grants for all the State programs for which the Public Health 
Service administers Federal funds, except the heart disease 
control program which was begun only in 1950. 

In all of these programs State and local funds in 1951 repre- 
sented a larger share of total funds than in the year Federal 
aid was first started. In 1937, the earliest year of the gen- 
eral health program (the largest of the programs in terms of 
the funds available), State and local funds were $25 million 
or 76 percent of the total; by 1951 State and local funds for 
the General Health program had increased to $153 million, 
or 91 percent of total funds. In the cancer control program, 
the portion State and local funds represented of total funds 
increased from 65 percent in 1948 to 78 percent in 1951. 


Table 2.8.—Funds available for public health services and categorical health programs, earliest program year and fiscal 





year, 1951 
Percent Percent 
Type of program Year! |Federal funds oon Total funds | Pereent increase | State and 


increase adjusted 2 | local funds 


Public Health Service 





emerarneaith gece 2.2 o2----- 1937 | $8, 000, 000 |$24, 977, 228 |$32, 977, 228 |__-._.__--]__-------- 15.4 
reneral health os< 220-2 s--- 1951 | 138, 540, 000 |139, 690, 718 |158, 231, 218 364. 7 118. 4 orn 
Wenereal disease....____2._.--- 1939 2, 400, 000 2, 112, 859 AE) Wea Ok [ea eee | neh ee 46. 8 
Venereal disease-.....____._---- 1951 9, 898, 485 | 14, 644, 653 | 24, 543, 138 443. 8 152. 4 59. 7 
BeAMCTCUIOSIS@ | tee | 2 ee tl 1945. | sass eee a ee ee 25, Lage SO cle Sener coe > oe ae 9501 
IPYeventivenee. 2. by 2. 2S oN 1, 370, 114 1 4325 O EOE eh. weet | eee ee at fee | eR eS 
INTO hed fs wom oe 25,000), UGE (asthe cas etal reen = aoe land sap ESHER S 

Siti perciulosis.. 22 es - 1951" | abo ee eee oe ee ee ee 148, 499, 402 410. 1 214. 6 95. 6 
“has URSVT LAN ee, palpi gl a a ea 6, 350; 000"); 166244 (0 aa ot at Be oo a elt esinkd 2anlaxaeks coe 
Se Pe |. 24. 2. | anda se oa 120,,904;26Relss Beene. 0S ee LS . Uae Weta eRe. — 
Brencalnealtie=6 0 22s. -- 1948 \|\_22 225220 /- Seen eee GAZZ6N000) |Leiiwes =. Died Siete. 51.8 
Dg i Fae Cy ip gS RS aa a 3, 000,000 | 2, oa Mee Fe ee Fi he a eee Ae a Oe ee 
Prosmiraicaten. 2s. 322 - | se. - | aa-- 5 — = ytd ates ey ree ae See cree A See Ss Ae eS Nee a as K 
Mental Healt pall es Sa ,195) 2.2 ---1---|sg eae tae 11, 019, 218 63. 7 55. 3 68. 6 
Mmreveiiivete: oo Lb ee 3, 200, 000 Gy SOT ROD pie = ee ees | sete OE Oe Ne i ee 
20 SS ees eee 522, 068). -_ 2. -.-|----------|---------+|--++-4---- 
ieancer Control... .--.._---_- 1948 2, 500, 000 4, 585, 714 CAOSorgel 4g | sane tne YU Pare es 64. 7 
Cancer control___.._.___-_---- 1951 3, 200, 000 | 11, 145, 920 | 14, 345, 920 102. 5 Riad ffi CE 
Heart disease control______---- 1950 2, 000, 000 2, 797, 438 oes Wh BONG Te ca Sintra oer fs den aed ee 58. 3 
_ Heart disease control_-_-------- 1951 1,700,000 | 2, 963,493 | 4, 663, 493 —2.8 —8.6 63. 5 
nS! gs) th kee ee eee 
1 Earlier year is the first year of Federal participation Source: Hearings before the Committee on Interstate 


under th t-in-aid program. and Foreign Commerce, 82d Cong., Ist sess., on H. R. 274 
‘a eg fllavitoe ne Be iccasels prices. and wages. and H. R. 9138, pp. 132-133 (Washington, D. C., 1951). 

Expenditures were adjusted by the Department of Com- 

merce price deflator for State and local government 

purchases of goods and services. 
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From 1940 to 1950 the total amounts spent by State health 
departments more than tripled. 
The amount per capita has risen from 36 cents in 1940 to 
$1.11 in 1950, an apparent increase of more than 200 percent. 
After allowance for higher price levels and wages, however, 
the increase in total expenditures was 76 percent and in per 
capita expenditures, 53 percent. 


Table 2.9.—Approximate total and per capita expenditures by the health department of each State, and percentage increase 
in total and per capita expenditures, 1940 and 1950 surveys 


ee eee ee ee Ee 


Region and State 


United: States aa ass —2 


Newelinglandicccesee.css==—Sa= 
CentralvA tlantic: 22 
Southeast) SW Oee eB ee 
Southwest... Seen ee ee et 
Bast North (Centrale 2 e522. 
iWesteNorthiCentrals == sesssaees 
Rocky, Mountain= 4252 a= 
Far West: 22.2 2 2 ee a 
New England: 
Connecticut... 


Massachusetts:----.22 2-5-2 
News LLampshire = sees = 
Rhodeidisland={=22-22 642 2 
Vermont+<<2--3 95 
Central Atlantic: 
Delaware =! =. 
District of Columbia. -_-_-_-_--- 
Maryland=ssh 252). eee = 
New. Jersey 4-2 eee 
New ‘York +2403 
Pennsylvania=22-2 ee 
West Vireinia 22 soe ae 
Southeast: 


Florida. eee 
Georgia. 2) & Se eee ee 
Kentucky 2) ee ee 
Louisiana. 54 eee 
Mississippi 22. 2 oa 
North Caroling. 3... == =—— 
South Caroling = oes ae 
"Tennesse@ oo) ao eee 
Virginia® 8-62) ee 








Approximate total annual health 
department expenditures ! 


Thousands of 











dollars * 
1940 1950 
survey ‘| survey ° 
47, 956 |168, 466 
5, 908 | 12, 733 
15, 867 | 58, 559 
11, 509 | 38, 576 
2, 067 7, 700 
5, 100 | 22, 761 
2, 939 9, 519 
1,440 | 3,430 
3,125 | 15, 188 

562 1, 798 
371 1, 425 
3,793 | 6,484 
207 588 
793 1, 993 
182 445 
448 648 
2,658 | 9, 261 
763 | 5, 586 
918 | 2,090 
6, 990 | 26, 940 
3, 693 | 12, 753 
395 1, 281 
1,146 | 2,910 
642 1, 263 
552 |) 2,976 
1, 146 6, 355 
1,010 | 2, 228 
1,028 | 3,036 
909 | 3, 238 
1,184 | 4, 218 
886 | 3, 358 
1,133 | 3, 837 
1,873 | 5,156 


Percent 


increase 


245 
224 


154 


439 
455 
120 
195 
256 
256 
279 
239 
175 





Percent in- 
crease after 
allowance 
for increas- 
ing prices 
and wages ° 








Approximate per capita annual health 


1940 
survey 


fa 


department expenditures 2 











Percent in- 
crease after 
1950 Percent | allowance 
survey | increase | for increas- 
ing prices 
and wages ® 
$1. 11 208 53 
1. 36 94 —3 
1. 64 235 67 
1 PAL 195 46 
. 68 224 62 
iD 295 95 
. 67 205 50 
. 98 104 2 
1. 04 Zon 68 
. 89 170 33 
1. 55 252 75 
1. 38 oe — 22 
tre 162 stl 
2258 128 14 
aby 129 14 
2203 22 — 40 
Lalo 201 50 
Dat 478 188 
nAS 95 —5 
1. 81 248 73 
2 Papag 62 
. 64 205 52 
.95 138 18 
. 66 100 (7) 
1307, 269 83 
1. 84 397 149 
suf Bi 114 6 
iba? 163 30 
1. 48 252 76 
1. 03 22 55 
1. 58 236 68 
16 197 49 
1. 56 126 13 


‘ 
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Table 2.9.— Approximate total and per capita expenditures by the health department of each State, and percentage increase 
in total and per capita expenditures, 1940 and 1950 survey—continued 





Region and State 


Approximate total annual health Approximate per capita annual health 


department expenditures ! 


Thousands of 








dollars 3 
1940 1950 
survey 4| survey 5 
Southwest: 
Nein Ne 1 Se ae Bete 595 
Me wavVloxIGQloe fof. | 222 718 
“Ih (0) 1 eae eae 541 2, 090 
UENO AL cece oy aheegiele tb Py 4, 297 
East North Central: 
GI E ee To4D 5, 075 
GPC We. ee 665 2, 511 
eG ts eae Os ee i OYA 9, 339 
UG 2,3 = ee etna ee 926 2, 484 
BVasCaripinie see 2 a tee 643 3, 352 
West North Central: 
iy eee ee eae fee 479 997 
I NIROE eee eee 405 1, 281 
MINOT Soe ee 694 1, 728 
IME GTi Pre egteae aga ae ae 721 3, 626 
PNeDtaskaAme soos toe ta 259 676 
iNirojbuil stl BES) Say tale GE ae Ari 494 
Syeniiily, DEY oy ne a 205 GW 
Rocky Mountain:. 
Cilsrads eee ak 463 1, 026 
TCLMeUGrS oes ge een ie ee 253 792 
WKGTACH nh ee el ae ok. 168 502 
Biai. wo a ee ee 446 873 
oil oe eel ieale ik Sa 109 237 
Far West: 
i ee ao 2,451 | 12, 493 
iMCVaAdiee ete et 103 266 
Op ET ee: Sn 284 927 
OP i a 287 1, 502 











department expenditures 2 














Percent in- Percent in- 

crease after crease after 

Percent | allowance 1940 1950 Percent | allowance 

increase | for increas- | survey | survey | increase | for increas- 

ing prices ing prices 

and wages 6 and wages ° 
237 68 . 35 . 79 126 11 
223 62 . 42 1. 04 148 24 
286 93 ~ 23 . 94 309 104 
281 91 US . 56 211 56 
228 64 . 20 . 58 190 45 
278 89 . 19 . 64 237 68 
607 253 . 25 1. 46 484 192 
168 34 13 . 3l 138 15 
421 160 . 20 . 97 385 140 

108 4 LO . 38 100 (7) 

216 58 20 BOL 191 43 
149 24 . 25 . 58 132 16 
403 151 SAR, . 91 379 137 
161 31 . 20 ay! 155 25 
180 40 . 28 . 79 182 39 
250 15 32 1. 09 241 69 
121 11 . 41 Sica 88 —7 
213 56 . 48 1. 34 179 40 
199 49 . 80 . 84 180 40 
96 —2 . 80 1. 26 58 —21 
116 8 . 44 Teh 84 —9 
410 155 Pati) 1.18 237 69 
159 29 . 92 1. 66 80 —10 
226 63 . 26 . 61 135 15 
424 162 . 16 . 63 294 94 








ee EY De BO SR ee es ke oe 
1 State health department expenditures for the support 61950 expenditures adjusted by the Department of 


of all activities engaged in by che staff of the State health 
department, plus grants to local units and _reimburse- 


Commerce price deflatcr for State and local government 
purchases of goods and services, shifted from a 1939 to a 


ments for hospital services. Expenditures by local health 1940 base. 
departments of funds derived from local sources are not 7 Less than ¥ of 1 percent. 


included. 


2 Population as of July 1, 1940, and 1950. 


Sources: Modified from Joseph W. Mountin, Evelyn 
Flook and Edward E. Minty. Distribution of Health 


’ Because of rounding the sum of the parts may not add Service in the Structure of State Government. 1950, pt. 


to the total. 


I, p. 45, Public Health Service Publication No. 184 (Wash- 


4 Amounts cover the latest year for which information ington, D. C., 1952). 
was available at the date of interviews. ; 

5 Amounts cover the fiscal year ending June 30, 1949, D.'G.; March 9/1951). 
as reported to the Public Health Service on the Annual Bureau of the Census, Series P—25, No. 50 (Washington, 
Expenditure Report. Expenditures for construction are D. G., May 9, 1951). 


not included. 


Bureau of the Census, Series P-25, No. 47 (Washington, 
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For all the States, the proportion of Federal funds in the 
total funds spent by State health departments declined from 
about 34 percent of the total spent in 1940 to 29 percent in 
1950. For some States, however, increases occurred. 


Table 2.10.—Approximate total annual expenditures by the health department of each State, and the percentage of total 
State health department expenditures derived from Federal funds, 1940 and 1950 surveys 


Approximate total annual health Percent of total State health department 
department expenditures expenditures derived from Federal funds 


al a ea Se ee 

















Region and State 1940 to 1950 
1940 1950 Percent 1940 
survey ! survey ? increase 
United States__--.-- $47, 956, 400 | $168, 465, 800 251 34. 3 
Wew Fngiands.-=-..--o i 2— 5, 907, 700 12, 732, 900 116 19. 5 
Central Atlantic... .---—.- 15, 867, 400 58, 559, 000 269 19. 2 
Southeast. 2 denne nae 11, 509, 300 38, 576, 100 235 42.5 
SUL West. ase es = aee 2, 067, 400 7, 699, 900 272 70. 8 
East North Central___----- 5, 100, 200 22, 761, 100 346 44.8 
West North Central-_------ 2, 939, 000 9, 518, 700 224 55. 4 
Rocky Mountain_:--.-.---- 1, 440, 100 3, 430, 000 138 54. 9 
are Wiebe tod ae rg 3, 125, 300 15, 188, 100 386 37. 7 
New England: 
Gonnectiquts --=+-45-- 562, 000 1, 798, 300 220 34. 6 
TOTES, dite 9 370, 700 1, 425, 200 284 44.4 
Massachusetts-------- 3, 793, 400 6, 484, 300 71 IPA al 
New Hampshire------- 207, 400 587, 600 183 56. 9 
Rhode Island_-------- 792, 600 1, 992, 600 1b] 14. 7 
Wermont@.\-.-s-ee ee 181, 600 444, 900 145 54. 0 
Central Atlantic: 
WMelawares eee oe eee 448, 300 647, 600 44 DA 
District of Columbia- -- 2, 658, 500 9, 261, 400 248 6. 6 
Maryland .2..-.3.-= 763, 500 5, 585, 700 632 42.5 
News CISOy =s. =e = 918, 400 2, 090, 300 128 41.5 
Newitt nk. oon See 6, 990, 400 26, 940, 200 285 14.9 
Pennsylvania _-_-...--- 3, 693, 200 12, 752, 700 245 21.8 
West Virginia_.--.---- 395, 100 1, 281, 100 224 5720 
Southeast: 
Atabame.u ace = 1, 145, 900 2, 910, 500 154 50. 8 
Arkansag.. bt .-4- ees 642,. 400 1, 263, 300 97 63. 3 
Florida 22: seeeeul...% 551, 800 2, 976, 400 439 47. 6 
Georgiauens-s5s0s) as 1, 145, 700 6, 354, 800 455 42. 2 
Kentuckyé ~caitestiseet 1, 010, 500 2, 228, 100 120 38. 0 
Lovisiands.— <-5-<=«e" 1, 027, 700 3, 036, 000 195 29. 8 
Mississippit .s- 22:24 - 909, 100 3, 237, 700 256 45. 0 
North Carolina_-—----- 1, 183, 900 4, 218, 100 256 50. 2 
South Carolina. ~~. --- 886, 000 3, 357, 700 279 45. 7 
Tennessee@s. sue scenes 1, 1383, 400 3, 837, 400 239 47.5 
Wirginih.2<.s.-cauen es 1, 872, 900 5, 156, 100 175 ye Oat 
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Table 2.10.—Approximate total annual ex 
State health department expendit 
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penditures by the health department of each State, and the percentage of total 
ures derived from Federal funds, 1940 and 1950 surveys—Continued 


| a 2. oo eee a ee oo SSS A ee ee ee Pe ee 2 ee ee a Ee ee) eee 


Region and State 








Approximate total annual health 
department expenditures 








Percent of total State health department 
expenditures derived from Federal funds 


1940 to 1950 





1940 1950 Percent 
survey ! survey 2 increase 1940 1950 
; Increase | Decrease 
Southwest: 
Ope. ----- $176, 700 $594, 800 ° 237 73.2 40 1 |. eek eee 24.1 
New Mexico____:_.___ 222, 100 _. 77, 900 223 72. 3 Gora an fs 4.7 
Oklahoma____-____-_- 541, 200 2, 090, 500 286 58. 6 41, Oo. Ae ee 16. 7 
i 1, 127, 400 4, 296, 700 281 76. 1 64° bee Le 11. 6 
East North Central: 
1 a 1, 544, 700 5, 074, 800 228 43. 5 he Oe ah eh 4,4 
Indiana Beets. 664, 900 2, 511, 300 278 48. 2 30. 0: | eRe aoe 12. 7 
i 1, 321, 000 9, 338, 600 607 37. 8 Lb 52 }| eee ee 22. 6 
2 Oe ee 926, 200 2, 484, 100 168 59. 5 70. 0 10350 Sse. oS ee 
Wasconsin............ 643, 400 3, 352, 300 421 37.3 22) (01S ee eee 14. 7 
West North Central 
OWarelttesans cs oeno 478, 600 996, 600 108 56. 4 49. Biv xh oaipe tere 6. 6 
Ce ee 405, 000 1, 281, 000 216 64. 2 46. 3) LS ae eee 17. 9 
Dimnnerpta ess | 694, 300 1, 728, 100 149 42. 2 46. 3 eet ehhh eee eee 
Oe 721, 000 3, 626, 200 403 62. 8 25:9: Geers tee Shs wee 36. 9 
LC 258, 700 675, 700 161 37.9 57. 4 TORS Sees er eae 
INGrinvoakota.___. ___ 176, 600 494, 500 180 60. 8 63. 4 ONG! || Saoeos See 
* South Dakota.o..._- 204, 800 716, 600 250 42.2 42.5: 2. See ase 29. 7 
Rocky Mountain: 
bie oe: i 463, 300 1, 025, 800 121 62. 5 DOU2TE Sa oeee 6. 3 
EE: 253, 400 792, 000 213 61.5 40, 9-\escceweces 20. 6 
VTA TU 168, 200 502, 300 199 64. 0 HOUGs | 2a eee = 13. 4 
ieee tt... 445, 900 873, 300 96 37. 8 38. 2 fle sp hee 8 
Wk OCT 2a. arr ar rs 109, 300 236, 600 116 63. 2 66. 1 Os ice se a 
Far West: 
STO a a 2, 451, 400 12, 493, 300 410 30. 2 Ais 69 | Aa eee 12. 6 
ee OS Ga 102, 900 266, 200 159 65. 8 G25) r | ee eaeme 3. 7 
(Oey ee” i 284, 100 926, 600 226 66. 6 462.0% oes te5 == 20. 6 
Washington____-___-- 286, 900 1, 502, 000 424 63. 8 HOsor eee wee 13.5 
1 Amounts cover the latest year for which information SOURCEs: 


was available at the date of interviews. 
2 Amounts cover the fiscal year ending June 30, 1949, as 
reported to the Public Health Service on the Annual 


Expenditure Report. 
not included. 


Expenditures for construction are 


Joseph W. Mountin, Evelyn Flook, and Edward E. 
Distribution of Health Services in the 


Minty. 
Structure of State Government, 1950, pt. I. 


Public 


Health Service Publication 184 (Washington, D. C., 


1952). 
Public Health Service. 
of State Grants. 


(Washington, D. C.) 


Data prepared by Division 
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For all States, State appropriations to their health depart- 
ments increased by nearly $60 million from 1946 to 1952, 
exclusive of appropriations for hospital and sanatoria care. 

The increase of 170 percent from $35 million to $94 million 
is reduced to 83 percent when account is taken of price rises. 

Much of the increase in the period represents larger 
amounts granted by States to local health units. Thus, one- 
third of the $60 million increase is accounted for by New 
York’s appropriations for civil defense and local health 
departments and California’s appropriations to local health 
units. 


Table 2.11.—State appropriations to State Health Departments, 1946 and 1952 





Increase 
Region and State 1952 1946 Tere 
Amount Percent see cabta 
1939 dollars 
United States4 4s #e-s--- oases $94, 202, 013 $34, 897, 288 $59, 304, 725 169. 9 83. 3 
Newelungiand.--.- eos eee 6, 841, 942 3, 624, 982 3, 216, 960 88. 7 28. 2 
Central Atlantico” 9. ba e- S- eeee 38, 957, 122 dls 326) 2s 27, 630, 909 244. 0 133. 5 
Southeast:4 2 5 tee eee 19, 727, 973 8, 216, 768 iigeoile 205 140. 1 63. 07 
southwest.2.. 2... ee ee os ee 3, 278, 731 1, 446, 454 1, 832, 277 126. 8 53. 9 
Hasty North Central-—-6_ ==) oeee e 9, 903, 650 5, 462, 578 4, 441, 072 Silene 23.01 
WesteNorth Central. aes soe eee 3, 675, 617 1, 769, 451 1, 906, 166 107. 8 41.1 
Rocky-Mountein + ee 1, 644, 730 766, 042 878, 688 114. 7 45.9 
Nariwests.. 22 y- 2 ee  e 10, 172, 248 2, 284, 800 7, 887, 448 345. 2 202. 2 
New England: 
Connecticut_22532)_ 16 see 2, 073, 588 1, 121, 063 952, 525 85. 0 25. 6 
Maine (4 20) 4 ae ithe Y REGU 4S: 641, 891 336, 865 305, 026 90. 5 29. 6 
Massachusetist 625) cat ee 2, 637, 193 1, 587, 855 1, 049, 338 66. 1 12.8 
New Hampshire.2 cee oan ue 442, 978 131, 044 311, 934 238. 0 128. 9 
Rhodetislandss2x Brett. ee 637, 514 347, 155 290, 359 83. 6 24. 9 
Vermont... ft .42ieehs eS Se 408, 778 101, 000 307, 778 Bit) Bay f 175. 4 
Central Atlantic: 
Deleware... 22. 6 oe eee 339, 800 151, 454 188, 346 124. 4 51.9 
District of Columbias.—--- 2 ee2a. 2, 784, 260 1, 340, 000 1, 444, 260 107. 8 41.0 
Marviand. 25°22 305) so. sors 3, 122, 645 1, 042, 713 2, 079, 932 199. 5 103. 2 
Now, Jersey_._._..-s 22-06 eee 1, 219, 844 705, 401 514, 443 72.9 17. 4 
New.) ork... 5 eee eee 23, 560, 713 3, 799, 431 19, 761, 282 520. 1 321. 0 
Penney vanis_....2.-- 2. ae 7, 043, 000 4, 007, 714 3, 035, 286 8 19.3 
West, Varginias...cccsst anos 886, 860 279, 500 607, 360 217.3 115.9 
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Table 2.11.—State appropriations to State Health Departments, 1946 and 1952—Continued 











Increase 
Region and State 1952 1946 Percent in- 
crease after 
Amount Percent adjustment to 
1939 dollars 
Southeast: 
ees ee tee rie 973, 730 686, 680 287, 050 41.8 —3. 6 
Arkansas =h5e56- Se 630, 995 452, 810 178, 185 39. 4 —95. 5 
ou eR Se 2, 366, 101 817, 940 1, 548, 161 189. 3 96. 4 
J 35. 0 oe. OES ee 3, 348, 352 675, 000 2, 673, 352 396. 1 237.1 
NS ak appa aes 1, 328, 102 868, 575 459, 527 52. 9 3. 7 
LT Ee p(s 2) 1, 816, 700 800, 000 1, 016, 700 127. 1 54. 1 
LS a) os eS a ee 1, 166, 765 548, 996 617, 769 112.5 44.3 
North Carolinals. i. 2... 2, 221, 250 751, 436 1, 469, 814 195. 6 100. 6 
Pee arOuna 2 24. 1, 078, 170 519, 542 558, 628 107. 5 40. 8 
1 DE aie 2, 118, 850 907, 113 1, 211, 737 133. 4 58. 5 
eee 2, 678, 958 1, 188, 676 1, 490, 282 125. 4 53. 1 
Southwest: 
Arizona_-_ ode 136, 575 91, 050 45, 525 50. 0 1.6 
ING Wa VIGZ ICOM? gear Lene Dito oyeps be 516, 915 129, 460 | . 387, 455 299. 3 172. 7 
iar be ae ie gaat 774, 200 407, 975 366, 225 89. 8 28.7 
oo. 7) 2 el 1, 851, 041 817, 969 1, 033, 072 126. 3 53. 7 
East North Central: 
ese! akg... 3, 792, 005 2, 108, 447 1, 683, 558 79.8 22.1 
Indiana me 1, 494, 660 370, 508 1, 124, 152 303. 4 174. 3 
(no 2, 460, 187 1, 772, 020 688, 167 38. 8 5,7 
UIST), .... a ee ne een 1, 014, 262 555, 853 548, 409 98. 7 35. 0 
ee) 1, 052, 536 655, 750 396, 786 60. 5 8. 9 
West North Central: 
MOD... eee ee, 544, 420 294, 105 250, 315 85. 1 25. 9 
Onna... 2. ee eee 681, 725 490, 018 191, 707 39. 1 —5.7 
Minnesota 1, 147, 981 383, 105 764, 876 199. 7 103. 4 
MHESOUniee eerereEe a) Deny. 544, 006 246, 500 297, 500 120. 7 50. 0 
LaUCES OVENS ea, © 2 LN 367, 792 154, 519 213, 273 138. 0 61. 3 
ISiaraa ty TDS oh ee 209, 000 120, 204 88, 796 73.9 18. 3 
stormile, TOS Abgoyes ae Se 180, 699 81, 000 99, 699 123. 1 VT 
Rocky Mountain: 
(hla). a eee ee 454, 338 169, 764 284, 574 167. 6 81.9 
lidhito - Ot aeeee 271, 250 113, 315 157, 935 139. 4 63. 6 
oS 282, 645 173, 891 108, 754 62. 5 10. 1 
iLAEBIeL 2. 2 eee oe 501, 000 244, 852 256, 148 104. 6 38. 9 
CMRI eg ag 135, 497 64, 220 (AY Pees 111.0 43. 2 
Far West: 
PEED IR POUR ioe awn am on 7, 814, 230 1, 355, 978 6, 458, 252 476. 3 291. 2 
eran me ee ee 136, 513 68, 690 67, 823 98. 7 34. 0 
IN cis sani = = 821, 045 199, 118 621, 928 SIs) 180. 1 
eo lalla lea gal | 1, 400, 459 661, 014 739, 445 111. 9 43. 8 





1 Exclusive of appropriations for hospital and sanatoria care. 
Source: Public Health Service, Division of State Grants. Mimeographed. 
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Rank 
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The per capita’ amounts which States appropriated to their 
State health departments for 1952 ranged from nearly $1.58 
in New York to less than 14 cents in Missouri. The average 
per capita amount was about 57 cents. Half the 48 States 
appropriated more than 49 cents per capita and half appro- 


priated less than that amount. 


These per capita appropriations do not include amounts 
for construction and maintenance of hospitals and sanatoria 
and for care given in such institutions. 


Table 2.12.—Per capita State appropriations to State health departments, fiscal year 1952 


State 


Vermonts.220 + ou bce ee ee 


New tlampshires 2. + eee oe Pree 
Inndderislands ce) bene ee nee ree 
Mirgvinis tees. Son 2 eee Ld 
INew Mexicost.. -. 0 Seem ve et 
Californig we oe es Poe eee 
(Utah 2 ee ee hl ee ee 


PennsylVanige.. 2-522 ee eee we oe 
Mennesse@se. 2 ooo. J ee Se 
Washingtom*..... 1 -Ge" 488 Ww. 
Massachusetts. .._.u2 ee ont. 2.8 
Tacha ob! OF hge) re oy: yee 5 ates ae a ps i wee 
(OTC ON © ae es ie eee eke ree 
IMISSISSIDDI 22 22 See ee ee ee 
South Carolina... 220555055 a5 oes 
Montang. 2220. oa cease eee ee aes 
AV OMNI RA Oe ae Vek mara te aeiae we 











1952 
per capita! 
(cents) 


157. 
132. 
107. 
106. 


~J 
ale Mo New ae 
D> 09 CO OT OO HAH 00 09 COD CAH KO DDO IDO WOCOIMAS 














1952 
Rank State per capita? 
(cents) 

Die LUSHO. Sepa eeee es. ee tecel eee eee Eb awlrp 
280 Kentucky cece eas so ooo eee eee 44.9 
20miiWest. Virginigeesses 9 = 2. 2oen eee 44,1 
SSO MOLL ELT) O19 “Se te ate Rea eens ee Bee 43. 3 
OM |jeViichiganiseeee =. 2224 cee. See see 38. 5 
Sone IVINNesOtas sae ae ee we weet ee eee 38. 2 
Sow enCdiaAnd Se se. wl ite ls eee eee 37.8 
Bar avansas tt eee ee 2 2 ce ee ee eee S0nD 
SsommOklahoma.t 24.2.2 6-=-.Je<.>. eee 34. 7 
SGrlaColorado he ees. oss eR eee 33. 9 
SieieNort Dakotaen: oe lat oe eee 33. 4 
SS OMIMGATICANS OS amen Leeks Lie ie ee ee 33. 0 
SOT ACAD AMG 2 sees keer ne cee 31.8 
4.02 eVWASCONSIn Jsews So Se oe eee 30. 5 
MZ ING DraSkh: oe oe awe JL ee 2180 
AA SOUL MORKOEAE see ees, Ss 2 eee 27.4 
SOMIMNEW UCIaCYece eee eee 2 oe ae PAT 
44 OX AS 0) ba See ee ee ce ee 24.0 
TOMI LOW AL. ee eee Be, ee ee eee 20510 
AG MATIZ0ONG! te ane ee ee ek ae eee LS 
A Tale IO ee ee, Vee eens. 2 ee te ee 13.9 
AS MMHVETSSOUTI ok Seen sn 2 Et ee ee ne yy 
Medianizit 13142 4) ee fe othe 49.0 

Average sere...) eee 56. 8 





1 Based on provisional estimates of population for 
continental United States as of July 1, 1950, Bureau of the 
Census; Series P—25, No. 50. 


Source: Public Health Service, Division of State 
Grants. Mimeographed. 
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State financial support of local health units more than 
tripled in the four-year period 1947-51, while Federal funds 
have remained almost constant. The latter actually de- 
clined if the decreased value of the dollar is taken into account. 

For all States and other jurisdictions combined, the local 
health units’ expenditures of Federal grants administered by 
the Public Health Service declined slightly from 1947 to 1951. 
Local expenditures of Federal grants from the Children’s 


Bureau increased somewhat during this time. 


Local funds spent for the programs of local health units 
doubled during the period. Amounts furnished by private 


agencies more than tripled. 
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Table 2.13.—Amounts expended in local health units by source of funds, selected years, 1947, 1949, 1951 











Source of funds 1947 1949 1951 

ENC S Paka at. Ber. So Se eee $79, 876, 248 $119, 072, 580 $160, 163, 490 
da a I Rene aa apg, Lye ee a! 5h a8 10, 270, 597 27, 167, 203 34, 605, 277 
SUN ete e cee. --- ~~ bn ennnne nnn ae 53, 754, Wit Bel bell a seat ge af 

MR BS a cce hs. 5) = cost ebalsbibaigie 1. 28 671, , 207, ; ; 
MI 8 ais ss. 2s een eee 15, 180, 501 15; 510, 442 15, 964’ 638 
i i wa}. -0 i oie eee OS ee 11, 995, 198 11, 657, 526 11, 692, 379 
Oe ch cy nabeat aah oe 3, 185, 303 3, 852; 916 4) 279) 259 
1 Includes the District of Columbia and the territories. health departments and other State agencies participating 


in grant programs administered by the Public Health 


Source: Annual expenditure reports submitted to the Service! 
Public Health Service, Division of State Grants, by State 
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In 1950 about twenty percent of the population lived in 


areas without full-time local health services. 


Nearly forty- 


five percent of the more than 3,000 counties of the United 
States were without the services of a full-time public health 


organization. 


Table 2.14.—Extent of coverage of the country by health organizations of designated types providing full-time local 
health services, August 1950 
































ll-time healt ; “ 
sae Arations : Counties Population 
Type of area 
Number Percent Number Percent Number Percent 

AMAT RAS ae. one eer ee ee Po Ree ee 3, O71 100. 0 |149, 855, 592 100. 0 
Organizedi: .OO2k 2. RGl baie Sesh eee 1, 301 100. 0 1, 734 56. 5 |118, 782, 235 79.3 
BinglercOBUhy 2 ogee heat dene Ee 648 49.8 648 21.1 | 44, 190, 768 29. 5 
City health department® _ ...---------.- 268 20. 6 110 .4 | 45, 997, 531 30. 7 
Wocalehealth istrict ss se ee 320 24. 6 793 25. 8 | 15, 969, 677 10. 7 
State health district (actual service) --.--- 65 5. 0 283 9.2 | 12, 624, 259 8.4 
Unorganized: *r2s 2) ses o aaa re = te Se we eee = 1, 337 43.5 | 31,073, 308 ZOOM 





1'These 10 counties are served by city health depart- 
ments. The cities involved are: San Francisco, Denver, 
New Orleans, and Philadelphia, each of which is contermi- 
nous with a county; New York City which comprises 5 
counties; and Boston, Chelsea, Revere, and Winthrop, 
which cover the county of Suffolk. 

2 Included here are areas served by State health districts 
organized primarily for supervisory and advisory service. 





Such districts number 47 and cover 354 counties (11.5 per- 
cent) having a population of 10,290,909 (6.8 percent). 


Source: Public Health Service. Unpublished data 
from Division of State Grants. 

1950 Census of Population, Preliminary Counts, Series 
PC-2. 
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Many local areas lack sufficient health department per- 
sonnel to meet minimum personnel requirements for full-time 
public health services. 

In 1950 only 24 percent of the United States population 
was living in areas that had enough full-time public health 
physicians to meet recommended standards. Full-time serv- 
ices of sanitarians were lacking for nearly 70 percent of the 


population and full-time nurses by over 95 percent of the 
population. 


Chart 2C.—The percent of the population with enough full-time health personnel to meet recommended standards 
in 1950. 


Percent 
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Source: Public Health Service 
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Table 2.15.—Percentage of total population of each State residing in areas with sufficient full-time health agency per- 
sonnel of designated classes to meet minimum staffing requirements, December 1950 


eR OE A od oe Pd Rs tS ee ei eee eee a eee eee ene eee eee ee ane Te 


Percent of total State population having 
sufficient personnel-to meet recommended 
minimum requirements ! 


State Total popu- 





lation 
Physici N Sanitation Clerks 
ysicians urses | personnel 

United Statesshts _ Ft2 aie? ae Reh ees tS 149, 855, 592 23. 9 3. 4 32. 7 37. 2 
Alabania... 2-302 oe ee ee eee ete 3, 052, 754 37. 9 0 50. 1 37.5 
Arizona... 22 5 2 ere ee ee eee ene 745, 259 0 5. 5 15. 4 1.2 
Arkansas 22. 5 34 8 320 ae ee ee eee eee = 1, 901, 631 18. 1 5.3 13. 4 23. 8 
California.) 2 See eee eee ee eee 10, 490, 070 69. 0 6. 2 73. 1 ie £i 
Colorado: 2 Be eee ee oe ee ree ee 1, 318, 048 20. 7 7.0 50. 1 46. 7 
Connecticut... 262002) peru eee ee een eee eee 1, 995, 263 29. 9 18. 4 15. 6 22. 3 
Delaware: ) 2 Sia SoA ee eee ee oe 316, 609 12.9 12.9 34. 7 34. 7 
Districttof Columbia te See eeiet as eee se Cee 797, 670 100. 0 0 100. 0 100. 0 
Florida i.e 1 See ee eee eee 2, 7438, 736 46.1 2.2 43. 4 41.9 
Georgia. vy.c 22 2a See ee oo ee ee 3, 433, 190 2020 20. 5 34. 4 39. 4 

Tdeholc. WO. 5 ie oe ae ee eee 585, 092 19.5 0 0 0 
Lilinois.. 208 ee a ee ee ee eee 8, 684, 513 tas 1.3 3. 9 9. 2 
Tn Ginrig eer ee Le oe eee ee 3, 921, 213 3. 6 10. 9 18. 3 10. 9 
To ee ee eg ae See Ns x a ee 2, 612, 598 1.6 0 1.6 1.6 
Kansase oo see. oO Seen fs 1, 894, 390 16.3 0 37. 6 13.1 
KONtQhOKY ia e0 se oetewees =p auemt ney coe sce eee eee eee 2, 921, 708 40. 9 .8 Bi. 65. 8 
Lotisiana eae oe Shee Ree ee oes er nee 2, 667, 022 yh Ey 4 2 64. 1 64. 0 
MM Sis ee oe te ee eee 910, 456 29. 1 8. 4 11.9 8. 4 
Magyistise coe aimee SA le ee ee aoe 2, 324, 243 32. 7 7. 6 53.48 89. 7 
Msasachiiseccs: > mame ee 6 OO RO Ree 4, 664, 284 5.6 3.8 28. 0 4.6 
Mithigane ss. ete te) ee sec nee Seen. eee 6, 308, 794 16. 1 0 45. 6 45. 5 
Minnesota 2s. St eek ees ath ee to eee eee 2) ee 2, 968, 135 10. 4 0 0 17. 4 
Misgiesinnnie 2.5 eee eee oe a> ao oe te Le 2, 173, 373 70. 2 2.1 41.6 69. 3 
Missouri sage re ere el Pe ee 3, 933, 636 6.3 0 39. 3 26. 1 
Montane oe. es enna SF ee Oa ee ee 587, 337 12. 6 TZ. oak 14.3 
INGDTASIa Sal 18s er a ae 2 ere tose at ere e 1, 318, 079 2. 6 0 32. 4 2.6 

Nevada i ee ee eee ee ee 158, 283 61. 4 0 las 0 

New sHanipshiro2) nae = ee SN ee 529, 880 0 0 0 0 
Ned GfSeyee eee ORE ee coe ate eee 4, 822, 528 1.0 15. 0 29.8 25. 7 
Newaliexices:. -W =o see oe ee ee ee 677, 152 47.0 0 0 40. 3 
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Table 2.15.—Percentage of total population of each State residing in areas 
sonnel of designated classes to meet minimum staffing requireme 
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with sufficient full-time health agency per- 
nts, December 1950—Continued 


Percent of total State population having 
sufficient personnel to meet recommended 
minimum requirements ! 








State Total popu- 
lation 
Physicians} Nurses eaten Clerks 
UE ees So ce 14, 741, 445 5. 4 5. 0 17.0 77. 8 
SPENT 25 oe ee SPs ke ce ee ge 4, 038, 814 65. 2 6. 4 28. 6 28. 9 
SIRE TRE OURS ee ou. 2 oe eee 617, 965 a aes Te ea 31.0 4.0 
a ES SSE ag See ee 7, 899, 095 2453 ieee les 44. 6 31.4 
RTE feria 2, 223, 650 45. Ouises =< sea 31. 6 10. 3 
Se Fe, i oo es ae 1, 512, 100 G0. 3riss2 2h at 25. 7 5. 2 
REG a ac 10, 462, 628 Ona ter ceo een 26. 9 26. 9 
SS Le ep | 779, 931 Ope Piva ie fee eet ne ee eee om eos 
ei Se 2, 107, 432 AGC Gy Weta so Ls 33. 4 30. 3 
SE er ee eT Oe SL Ceti 650, 029 LOLO0g| See Ss 16. 0 5. 2 
6 at ae Se 3, 282, 271 41.8 0. 2 28. 5 43.1 
re th ew nie es Bese. 7,677, 832 Lol Py eereces. 44,5 30. 3 
I eto 686, 797 9. 4 9.5 38. 9 12. 4 
errant 2 ca LL P25. see. 375, 833 (?) (?) (?) (?) 
i sk Eee Sa 3, 270, 322 Oi Gils ee se oo 46.1 47.5 
IIE ae hoses A= St ek ee 2, 363, 289 28. 4 3. 1 56. 3 41.3 
A re oe a ee 1, 999, 097 4420S sas eee. 7 13. 2 
SS SE ee eo eee mer 3, 421, 316 12. 6 1.2 25. 8 27.5 
NE ARI ple BG ae ae 288, 800 TN: Mal Da 1G4-}2.% 20 ee 





2 Vermont has no full-time health organizations render- 
ing local health service. 


Source: Clifford H. Greve and Josephine R. Campbell. 
Public Health Personnel, Facilities, and Services as of 
Dec. 31, 1950, Public Health Service Publication No. 232, 
p. 27. (Washington, D. C., May 1952.) 


1 Generally accepted minimum staffing requirements are 
as follows: 1 public health physician for every 50,000 
persons (or 1 for every local health unit, whichever is less) ; 
1 public health nurse for every 5,000 persons; 1 sanitary 
engineer or sanitarian for every 15,000 persons; 1 clerk 
for every 15,000 persons. These minimum staffing require- 
ments, developed over the years, represent a consensus 
of professional judgment. 
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In 1950 it would have cost the Federal Government about 
$30 million to help the States and localities provide organized 
local health services for the entire population of the United 
States under a bill considered in the Eighty-second Congress. 
This bill authorized Federal aid on a matching basis varied 
according to the per capita income in the different States but 
in no case exceeding two-thirds of the expenditures under a 
State plan; the bill also provided that the Federal Govern- 
ment would not match any expenditures in excess of an 
average per capita amount of $1.50. 

For the purposes of this estimate certain tentative criteria 
were established: 

(a) All local health units will meet any minimum pop- 
ulation requirements (35,000 wherever possible) by com- 
bining into districts 
(b) Minimum personnel requirements in relation to pop- 
ulation during an initial period will be— 
(1) 1 health officer per unit (35,000 persons or more) 
(2) 1 public health nurse per 15,000 persons 
(3) 1 sanitarian or sanitary engineer per 50,000 
persons 

These personnel requirements are lower than the accepted 
standards given in the preceding table because so few areas 
are able to meet minimum standards that, in order to get a 
program initiated, tentative criteria must be used. 


Table 2.16.—Estimated cost to the Federal Government under the proposed local health-services bill based on State 
and local expenditures during the fiscal year 1950 in local health units eligible for participation 















































Ratio of : 
per capita 
income of | Federal State- : Cost of 
Per United partici- local Estimated Cost of program 
Region and State capita Staten pation partici- State-local Federal subject to 
income to per percent- pation expendi- partici- Federal 
1947-49 ! capita age ? percent- tures % pation 4 partici- 
income of age pation ° 
each State 
United States...------ $1 $3987 (\o. 2 ern aa eee ne lente oem a $58, 514, 007 |$30, 344, 498 | $85, 878, 576 
New Hngland: 2225. 26 30 tes 1, 428 0. 94 31 69 1, 734, 245 617, 148 2, 027, 624 
Central Atlantic). 0. ost l7242< 1, 561 . 86 29 71 |. 16, 445, 458 6, 562, 716 | 23, 710, 147 
Southeast. 2 uk oe Toes 878 1. 52 51 49 | 13, 422, 382 | 12, 138, 491 24, 207, 172 
Southwest... 2. 23. 1, 124 1,19 40 60 1, 857, 166 1, 303, 425 3, 160, 591 
East North Central____.----- 1, 483 . 90 30 70 | 12, 168, 234 Helse. ice 16, 636, 253 
West North Central-_-_-_.----- Lett 1. 02 34 66 1, 528, 002 783, 390 2, 261, 692 
Rocky Mountain___--------- 1, 356 . 99 33 67 1, 069, 345 483, 908 1, 543, 834 
Far’ West. So Ae 1, 560 . 86 29 71 | 10,289,175 | 3, 318, 674 12, 331, 263 
New England: ° 
Connecticut. 2. bi eses: 1, 622 . 82 27 73 433, 264 160, 248 593, 512 
Maines. 2e) 2 ees 1,115 1. 20 40 60 32, 625 21, 750 54, 375 
Massachusetts - - --- ----- 1, 420 . 94 31 69 1, 178, 101 389, 318 1, 255, 866 
New Hampshire-_-_------- 1, 200 a a a7 63 90, 255 »' 45, 832 123, 871 
Rhode Island:-2- 4-2: - 1, 404 . 95 32 68 (5) (5) (5) 
Vermonts 420 ese seas = 1, 107 1, 21 40 60 (5) (5) (8) 
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Table 2.16.—Estimated cost to the Federal Government under the proposed local health-services bill based on State 
and local expenditures during the fiscal year 1950 in local health units eligible for participation—Continued 



































Ratio of 
per capita f Nidte. 
Per Unite d fe rad local Estimated Cost of 
i capita i exis artici- State-local Federal 
Region and State : States pation teple ‘allie me 
income t ‘ . pation expendi- partici- 
1947-49 1 dll app percent percent- tures 3 pation 4 
capita age ? era 
income of See 
each State 
Central Atlantic: 

OLS Ra Se 1, 605 . 83 28 72 (5) (5 
District of Columbia_____ 1, 719 75 26 WA UES ce eee 311, 091 
OT Se 1, 426 94 31 69 | 2,519,100 | 1, 049, 354 
New Jersey..2- 2,25. 1, 555 . 86 29 71 6 6 
Prewed Ork 2 -_..-4..-_- 1, 746 Br 26 74 | 12,247,842 | 4, 303, 296 
Pennsylvania _ ---------- 1, 407 95 32 68 | 1, 294, 141 609, 008 

a pein ip Teas 1, 026 1. 30 43 57 384, 375 289, 967 
outheast: 
moe ek 798 1. 68 56 44 752, 111 914, 453 
oS 795 1. 68 56 44 215, 176 229, 319 
Co a Blt 1. 20 40 60 | 2, 108, 313 1, 357, 618 
a ee a 889 1. 50 50 50 1, 835, 671 1, 261, 926 
Od 5 a a 868 1. 54 51 49 933, 827 769, 516 
LOIS: 942 1. 42 47 53 1, 038, 256 920, 718 
oS) ee 688 1. 94 65 35 1, 049, 821 1, 656, 522 
Sigecn Caroling 2. . ./. 866 1. 54 51 49 | 2,292,913 | 2, 087, 660 
Pou Carolina... _. - 800 1. 67 56 44 832, 240 1, 059, 215 
Mennessees <2. s5 3622 883 13/51 50 50 614, 957 614, 957 
§ oS a 1, 051 1, 27 42 58 1, 749, 097 1, 266, 587 
‘Southwest: 
SL 1155 1216 39 61 8, 024 5, 130 
New IMexico.._....._..- 992 1.35 45 55 305, 790 250, 192 
| So Gt 1, 020 1. 31 44 56 419, 284 329, 437 
ho Mes St ihe aan ee a 1. 16 39 61 1, 124, 068 718, 666 
East North Central: 
USS 2 i 1, 622 . 82 27 73 1, 318, 014 462, 727 
oe ae pe 1, 314 1. 02 34 66 590, 242 216, 588 
er | or SR dt lias a a ala ES 
ok ee , 457 : : : : ; . 
Oe 1, 343 1. 00 33 67 1, 252, 567 478, 102 
oe North Central: Halt Cot a aa (6 : 
Oo ae ; ’ 
} Eee oye 1, 249 1. 07 36 64 500, 188 281, 355 
; ManneSsOva 22: .02 2S. Se le 2570 1. 06 35 65 33, 155 15, 558 
1 oe oS SS a es 1, 268 1. 05 35 65 543, 725 268, 309 
i iene et ets a Brook 1. 00 33 67 349, 936 Ti2.3907 
‘ North Dakota. __.-. =-- - 1, 439 . 93 31 69 90, 950 40, 862 
‘ Soupmeoalkotas 2! ..-- 1, 360 . 98 33 67 10, 048 4, 949 
| ri? 
Recon. Beene ay ot 1, 422 | . 94 31 69 911, 213 405, 154 
, ta Sa ee 1, 269 1. 05 35 65 45, 427 24, 461 
aos en a | 1.655 . 86 29 ca 48, 738 19, 907 
: ee! eo! 1, 206 1. 11 37 63 43, 923 25, 796 
j AT os i ne Ln 0 1,471 . 91 30 70 20, 044 8, 590 
1, 709 78 26 74 8,661,019 | 2, 594, 540 
ie 1,711 ate ar 7 356. 642 152, 847 
ee ES 1, 509 . 89 a Soon erhaes ears ag et 
ememineton.. <2... - 1, 436 . 93 3 , 271, 5 ; 











1 Per capita income based on 3-year average for the 
period 1947-49. He 
2 Federal percentage is calculated by multiplying each 
value in column B by 33% percent. 
3 State-local expenditures taken from the fiscal report of 
expenditures for the latest fiscal year for which data were 
‘available; generally 1950, but ina few instances 1949. 
_4Cost of program subject to Federal participation 1s 
limited by law to $1.50 per capita regardless of State or 
cal funds expended. 














Cost of 
program 


subject to 


Federal 
partici- 
pation 5 


(°) 
1, 196, 505 
3, 385, 013 
6 


16, 551, 138 
1, 903, 149 
674, 342 


1, 632, 951 
409, 498 
3, 394, 044 


9) 523, 853 


1, 508, 854 
1, 958, 974 
2, 548, 495 
4, 093, 450 
1, 891, 455 
1, 229, 914 
3, 015, 684 


13, 154 
555, 982 
748, 721 

1, 842, 734 


1, 713, 804 

637, 024 
6, 697, 002 
6, 139, 629 
1, 448, 794 


5 


781, 543 
44, 451 
766, 596 
522, 293 
131, 812 
14, 997 


1, 306, 948 
69, 888 
68, 645 
69, 719 
28, 634 


9, 979, 009 
(5 


509, 489 
1, 842, 774 


5 There are no local health units in the State which meet 
the tentative criteria for participation. 
6 Expenditure reports for New Jersey did not indicate 
expenditures for individual local health units which met 


the criteria for participation. 


SourcEe: Hearings before the Committee on Interstate 
and Foreign Commerce on H. R. 274 and H. R. 918, 82d 
Cong., Ist sess., p. 115 (Washington, D. C., 1951) . 
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Under the Social Security Act the Federal Government 
shares with States and localities the cost of assistance for 
four groups of needy persons—the aged, the blind, dependent 
children, and permanently and totally disabled persons. 
General assistance programs that provide help for other 
needy persons are supported from State and local funds. 
To the extent that funds permit, public assistance agencies 
undertake to meet medical as well as maintenance needs of 
recipients. | 

The $225 million does not include the cost of all medical 
services received by recipients of assistance. Little infor- 
mation is available on the extent to which, without charge 
to assistance funds, these persons received additional medical 
services from or had their bills met by public hospitals and 
clinics, private health agencies, county doctors, or private 
practitioners. 

Assistance agencies use various methods of meeting medical 
costs. Under the four State-Federal programs, amounts are 
frequently included in money payments to recipients to per- 
mit them to pay their own medical bills. Some States, how- 
ever, pay the suppliers of services—physicians, hospitals, and 
others—for medical care of recipients or use both methods of 
payment. Frequently recipients are given money to pay for 
practitioners’ services and medicines, whereas the agency as- 
sumes responsibility for paying suppliers direct for more 
costly services, for example, hospitalization. Prior to Octo- 
ber 1950, there was Federal participation only in money pay- 
ments to recipients. An amendment to the Social Security 
Act, effective October 1, 1950, permits Federal participation, 
within maximums on individual payments, for vendor pay- 
ments for medical care. Not more than $30-40 million of 
the $225 million came from Federal funds. 

Under the State-local general assistance programs, payments 
are usually made directly to the suppliers of medical services. 

In a number of States medical expenditures for recipients 
under the four State-Federal programs are met in whole or 
part from general assistance funds or from monies specifically 
appropriated for a medical care program. The estimated 
expenditures for recipients under each assistance program, 
therefore, include expenditures from funds appropriated for 
the specific program and amounts paid from other funds 
administered by the assistance agency. 
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Table 2.17.—Estimated expenditures from public assistance funds for medical care of recipients of assistance, by program, 
fiscal year 1951 





Program 


mnmmnintmstces way, fie SU UL ee eae 
Penecomependent children. . <2. ee ee 


_ Aid to the blind 


1 Estimated expenditures for each program include funds 
appropriated specifically for the program and expenditures 
from other assistance funds for services supplied to 
recipients of the specified program. 

2 Represents number of individuals in the 651,000 
families receiving Aid to dependent children. 


Estimated expenditures 1 





Number of 
(thousands of dollars) recipients 
inners na) 
mee thousands 
Total | Hospitaliza- | ay) other 
ion 
Brig 225,000 60, 000 165, 000 66,051 
pis 167, 700 40, 500 127, 200 2, 786 
ee 19, 400 5, 900 13, 500 2 2, 233 
Bytocas 2, 900 600 2, 300 97 
Fag 7, 000 1, 800 5, 200 69 
nus 28, 000 11, 200 16, 800 4866 


3 Includes expenditures for cases receiving medical care 
only. 

4 Represents number of individuals in the 395,000 cases 
receiving general assistance. 


Source: Social Security Administration, Bureau of 
Public Assistance. Unpublished data. 
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The medical requirements of cases receiving assistance 
may be expected to vary considerably, depending on the 
number of persons included in the assistance case, their age 
and sex, and other selective factors. The proportion of cases 
needing services, therefore, would not necessarily be the same 
for the various assistance programs. Within a given type of 
assistance, however, the proportion of cases needing medical 
services would not be expected to vary greatly from State to 
State because the eligibility requirements are somewhat 
similar, making for broad similarities in the recipient groups. 
Sharp differences among States, therefore, reflect primarily 
differences in the types and amount of services for which costs 

Q are met from assistance funds, rather than variations in need 
for services. The data reported by assistance agencies in 20 
States in 1946 indicate that recipients do not have equal 
opportunity to obtain medical assistance in all the States, or 
often even in different communities within the same State. 

The proportion of Old-age assistance cases receiving medi- 
cal services in the 20 States during a 6-month period in 1946 
was 40 percent, and the range among the States was from 84 
percent to 6 percent. One-third of the families receiving Aid 

_ to dependent children had medical services with one State 
supplying care for 82 percent of the families and another State 
for as few as 10 percent. Medical needs were met for some- 
what more than one-fourth of the cases receiving Aid to the 
blind and General assistance. As in the other programs, 
availability of funds rather than need for services explains 
to a considerable extent differences among States in the per- 
cent of cases receiving care. 

There was a corresponding range in the average monthly 
cost of medical care per assistance case. Data for a more 
recent period would show higher expenditures, reflecting the 
increase in the cost of medical care and the Social Security 
Act Amendments of 1950 providing Federal matching for 
vendor payments for medical care, but would probably show 
a similar range among the States in expenditures for this 
purpose. 
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Table 2.18.—Public assistance cases receiving medical assistance and average cost, 20 States, 6 months in 1946 


State ! 


Total—20 States__ 


New Hampshire _-_______ 
_ RNG _ ee re 
New Jersey_.__....___- 
lexan eet eye | 








Percent of cases receiving medical care from 


assistance funds 





Aid to 














Old-age Aid to 
Pe dependent : 
assistance ahilaten the blind 
40. 4 32. 5 25.7 
83. 8 53. 6 76. 6 
55. 7 64. 9 41.4 
54. 5 54. 5 54. 6 
53. 5 44,4 35. 8 
49. 5 DieO 40. 7 
47.7 Diane 42.8 
46. 7 39.0 i oe eee oe ee 
44,7 40. 9 33, 2 
42. 4 53. 6 (3) 
37.9 18. 9 15. 8 
37. 8 21.9 21.0 
37. 0 81.8 (3) 
32. 3 49. 0 (?) 
31. 0 34. 9 (3) 
30. 1 40. 3 P5o 
26. 0 21.0 17.0 
20. 0 24. 4 13. 0 
14. 6 10. 2 6.9 
ley v6 1L0P7 eee Se 
6. 0 Lie) 6. 2 


1 Data for entire State or selected counties in State. 


2 Not available. 


3 Not computed because of small number of cases. __ 
4 Excludes routine monthly allowances for cases receiving 


only $1 for physicians’ services and $1 for drugs. 








Average monthly cost of medical care per case 


receiving assistance 


Aid to 





General Old-age Aid to General 

assistance assistance orn the blind | assistance 
28. 7 $3. 63 $1. 82 Sle ae $2. 51 

ot 24 ae 6. 53 4. 38 Beka ee 
wee Ean 7. 99 DL O7e GAaerleews 2 tee 

(?) 4.10 4. 40 3. 98 (?) 

pee eee Ee 4, 30 ya sytt DID geese es 
Sy BAST AN A ADD omods 385 tga} 0a LL See Se 
acd, oe ES a 3. 29 1Lehid Bal Salle ees Dee 
Some 6. 72 a | oa ea a Seed 

Bi Saget. 3. 47 2. 84 D249 eee Lee ots 
Seas eee _ 12. 08 aati (3) bk, See 
40. 4 3h PP. 1. 65 1. 34 7. 39 

(2) 5. 05 2. 30 Qos (?) 

59. 6 #5: 40 6. 44 (3) 10. 69 

19. 7 3. 36 4, 81 (3) 6. 63 

30. 3 4. 08 Bate (3) 5. 38 

Dp 4 . 68 1. 00 . 36 . 94 

se tc SA 1. 60 1. 28 1 OO net eee ee 
22.5 ings 2. 04 41 2. 46 

Gel 1. 02 if BF 43 1. 31 

12. 4 . 96 git RS | ee . 89 

4.1 PA . 83 213 Arey 


Sources: Ruth White, Medical Care in Public Assistance, 


1946, pt. II, Sum 
No. 16, p. 24. 


. D. C., 1952). 


mary Report, Public Assistance Report 
Federal Security Agency (Washington, 
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= 


The share of the assistance dollar (excluding nursing-and- 
convalescent-home care) going for each type of medical care 
reflects both the proportion of cases getting each type of care 
and the costliness of the service. Under all programs a rela- 
tively large number of cases had physicians’ visits, and a 
substantial amount of the medical dollar was paid to phy- 
sicians. In Old-age assistance, 27 percent of the cases had 
visits to or from the doctor during the 6 months, and charges 
for their visits, plus the cost of surgery for which separate 
charges were made, accounted for 37 cents out of every dollar 
of medical expense. In Aid to dependent children, 24 percent 
of the families had physicians’ visits, and the cost of services 
by physicians represented 43 percent of total expenditures. 
For recipients in both programs the total cost of care by 
physicians was larger than any other one type of service. 

Drugs also were supplied to a relatively large number of 
recipients and represent a substantial share of total costs in 
Old-age assistance and Aid to the blind—30 and 34 cents, 
respectively, of each dollar spent. For Aid to dependent chil- 
dren and General assistance, medicines account for only 17 or 
18 cents of each dollar. 

Because hospital care is costly, expenditures for this service 
amounted to about 20 cents out of every dollar for Old-age 
assistance and Aid to dependent children cases, even though 
the number of cases hospitalized was small—3.4 and 4.2 
percent, respectively. Relatively more General assistance 
cases were hospitalized—4.5 percent—and 41 percent of the 
total expenditures for medical care under the program were 
incurred for this purpose. In Aid to the blind, only 13 cents 
out of every dollar was chargeable to hospital care for the 2 
percent of cases hospitalized during the 6 months. 

Except for dental care for Aid-to-dependent-children 
families, no other single service accounted for as much as 
10 percent of the total medical expenditures for any program. 
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Chart 2D.—Distribution of the medical assistance dollar, by type of service, during six months in 1946. 
OAA (20 States) ADC (20 States) AB (18 States) GA (12 States) 
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Source: Federal Security Agency 
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In general, services by physicians were supplied for recip- 
ients of assistance more frequently than any other type of 
service. More than a fourth of the aged recipients and almost 
one-fourth of the Aid-to-dependent-children families had phy- 
sicians’ visits during a 6-month period in 1946. Other assist- 
ance cases were somewhat less likely to have visits to a doctor. 

Because of the extent of chronic illness among old people, 
it is not surprising that a relatively large number of the cases 
receiving Old-age assistance required drugs (29 percent) fre- 
quently on a continuing basis. In most States the number of 
recipients for whom medicine was supplied and the number 
with physicians’ services were closely related. 

Hospitalization was provided for more than 3 percent of the 
aged recipients and more than 4 percent of the families re- 
ceiving Aid to dependent children and of the General assist- 
ance cases. In Old-age assistance and General assistance the 
length of stay in the hospital was longer than for Aid to de- 
pendent children. For the latter group, tonsillectomies and 
certain other types of operations often performed on children 
probably account for some of the relatively few days in the 
hospital. 

Assistance agencies were somewhat more likely to supply 
dental care for Aid-to-dependent-children families than for 
other types of cases, although the assistance agency met this 
cost for less than 5 percent of these families. 


es 
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Chart 2E.—Percent of public assistance cases receiving specified medical services, by program, during six months 
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Obviously, the average cost of services per medical care 
case is significantly influenced by the proportion of cases re- 
celving nursing-home care. 

Expenditures for nursing-home care represented 80 percent 
of total medical costs in Connecticut and from 53 to 45 per- 
cent of the total in New Hampshire, Massachusetts, Oregon, 
and New Jersey. For all States, total costs chargeable to 
nursing-home care were high in relation to the number of 
recipients receiving this type of care. The average cost per 
medical care case is, of course, higher for all States when nurs- 
ing-home care is included, but the difference is considerable 
only in States that made substantial expenditures for this 
service. In Connecticut the cost per medical care case, 
including nursing-home care, was $161 as compared with 
about $37 when such costs are excluded. In five States * the 
range in the average cost of all services was from $83 to $73. 
The range for these States, excluding the cost of nursing-home 
care, was from $70 to $39. 


1 North Dakota, Massachusetts, New Hampshire, Michigan, and Oregon. 
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Table 2.19.—Average expenditures for medical services per public assistance case receiving service, by program and 
State, 6-month period, 1946 


[Includes cost of nursing—and convalescent-home care] 





Average cost per case receiving services 


State 1 ; Aid to dependent 
Old-age assistance children Aid to the General. | Medical care 
blind assistance only 
(amount) (amount) (amount) 
Amount, Rank Amount Rank 
Raa ee ag S50450 |! eee $28432)) eee ees $38. 68 $31. 54 (3) 

Seeunecticut.. 2... _<=4- 2... 161. 20 1 36. 43 12 (Pipi etree So oe Re 
North Dakota________-____- 5 82.72 2 40. 61 8 (4) 79. 30 $78. 16 
PeresnChHuseLts. = ih. 79. 30 3 30. 91 [41\2 Sees 44, 19 77. 98 
New Hampshire________.-_-- 79. 26 4 44, 86 5 Re = ano Se ee ee ee 
0 a ee Touts 5 52. 44 1 60. 57 2 54, 59 141. 63 
0 ee 73. 49 6 52. 35 2 (4) GBR TAL 122. 39 
mnie of 57. 73 7 50. 02 3 (4) 69. 13 139. 44 
reece Virginia ©... sels... 49, 24 8 40. 12 9 (4) Do OS 49. 56 
MIMNeSOGhHe se = LL 48. 65 9 46. 78 4 (4) 71. 52 113. 68 
memavorsey.— 2 48, 23 10 29. 05 16 SOOO Tiere eee 2.) cS e ea 
ORC ee ae a a 44, 38 11 34. 88 13 PEAY] Gh Ere ee a sl Rl pk i 
OG ae a eee 44, 24 12 43. 78 6 AQEO Hunan pare Fs | ot eee 

 ULSS a 2 40. 32 13 39. 01 10 41, 94 73. 64 
morte @arolinag...... 22. _ 39. 11 14 23. 69 A ky ap peal 5 onal 20,16 290531 
Bonin Caroling =. 2202.55 - 38. 90 15 38. 81 11 (4) 34. 35 26. 61 
ae a) eae 38. 85 16 2210 18 AS SD (|e eee tees Sey pes 
| SIFDIRVE\ pig 9 Ue De 38. 75 Aig 16. 19 19 AZAD Neti eee ve Slo 
MeweiiexicO.e ee 36. 84 18 42. 95 a (4) 42. 36 60. 94 
coreptylhy 2 ae a 5 eee 34. 29 19 30. 72 15 Bu fol tte Seen Se eee 
Mnevivaninos 4-5. 5_-. 12. 44 20 12. 06 20 13. 35 Hie 40) [Secs oe yee 





1 Data for entire State or selected counties in State. 

2 Totals represent 20 States, old-age assistance and aid 
to dependent children; 18 States, aid to the blind; and 10 
States, general assistance (excluding Kansas and Michigan, 
for which complete data were not available). 

8 Data not available. 

4 Not computed; base too small. : 

5 Excludes routine monthly allowances of $1 for physi- 
cians’ services and $1 for drugs. 


6 Pennsylvania and West Virginia made no expenditures 
for nursing- and convalescent-home care from assistance 
funds; data for this service were not available for Nebraska 
and incomplete for Wyoming. 


Source: Ruth White, Expenditures for Medica] Serv- 
ices in Public Assistance, 1946. Social Security Bulletin, 
vol. 15, No. 8, p. 8, table 1; p. 12, table 3 (Washington, 
D. C., August 1952). 
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The relative number of Old-age assistance cases receiving 
physicians’ services, the average number of visits per case, 
and the average cost per visit are shown in the table for each 
of 20 States. Included as physicians’ visits are all home, 
office, hospital, and clinic visits for which costs were met 
from assistance funds. More than one-fourth of the recip- 
ients had one or more visits to and from a doctor during 
the 6 months. In five States more than one-third, and in 
eight additional States from one-fourth to one-third, saw a 
doctor at least once during the 6 months. The proportions 
ranged among the States from 44 percent in Indiana to less 
than 4 percent in West Virginia and 0.1 percent in South 
Carolina. 

Although there was extremely wide variation in the pro- 
portion of cases receiving physicians’ visits, among the cases 
having such visits there was a considerable degree of uni- 
formity in the average number of visits per patient. In the 
20 States combined, recipients seeing a doctor had an average 
of 7.2 visits in the 6 months. For 10 States in the middle 
of the range the averages were from 6.5 to 8.5 visits per 
patient. In the five States ranking highest (excluding 
North Dakota) in the range, the averages were from 7.5 to 
10.4. 

The average number of visits per case receiving assistance 
was 2.1 for the 6-month period or more than four visits 
annually. 
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Table 2.20. Percent of Old-age assistance cases receiving physicians’ visits, average expenditures per case and per 
visit, and average number of visits, by State, 6-month period, 1946 









































A Nar ee T tar f; : 
Cases ce tied ces ous during IAM! sudainta racete kaos 
State ? Average number 
Percent of | Average Average Average | Average cost of visits per 
all assist- | cost per number cost per per assist- assistance case 
ance cases 3 case of visits visit ance case during 6-month 
period 4 
6 OS 27.0 $18. 30 7.2 $2. 53 $0. 88 Bel 
| STEIN 43. 8 17. 40 8.3 2. 10 1. 36 3.9 
Mew tiampenire. (20> Lk 39. 5 15. 15 8. 0 1. 90 1. 08 3. 4 
USRIS sae Sotho ee es rr re 39. 1 13. 64 7.5 1. 81 . 93 Bal 
COEDS. 2) 5 a =o Sei 38. 1 17. 45 8.9 1. 99 1. 24 3. 8 
iC meee ee Rey gh) Bt 36. 3 6 26. 92 10. 4 2. 76 61.72 4.0 
BrantOUMseChi ses = eee eee ok Le 31. 2 (14. 56 5. 4 2. 58 . 81 1.8 
Maichivaits oes. ! Pie bh te Se 31. 2 19. 62 Tae PRG 62.41 (7) 
DIEM eeemen ook Lk 30. 9 15. 48 7. 2 2. 16 . 80 24. 
ENWIAPE GALT (fe A 28. 2 14. 80 5. 4 2. 74 74 1.6 
IESG) Pra) 2, Sa I 26. 2 15. 09 Tat 1. 95 69 Dt 
OLE es PAsyert . 16 Gad aise! 38 a7 
nr meneenee ee ke hy Pb te | 24, 7 14. 23 6.9 2. O7 62 lek 
a “ut a ee 24. 5 17. 15 7. 2 2. 39 . 76 1.9 
erin) LOPE oy ig ye SR I Ra 16 22. 53 15. 2 1. 58 = 70 (7) 
ee eas OE SE eed eee Ve 6 14. 91 9.3 1e31 47 ik, Ve 
TIPS an St a ee 15. 6 13. 12 4.9 2. 68 37 eS 
No SUSE ts No Es Re ea 13. 2 11. 83 5. 5 2. 14 . 28 “g 
Metemmearonincws 200 tb ot. 25 8. 8 6 30. 34 7.3 2. 64 6 48 (7) 
ep) Phas ooo: 3. 8 15. 17 ree 1. 91 ry 1) 
ES I OER = pS ee eee pears at (°) (°) (9) (10) (11) 
ES a ce ee Ree ee Rs FE ee a ee ee eee 


1 Includes clinic visits and hospital visits if a separate 
charge was made for such visits; does not include surgery 
when charged separately. 

2 Data for entire State or selected counties in State. 

3 Based on number of different cases receiving assistance 
during 6-month period. * 

4 Based on average monthly number of cases receiving 
assistance during 6-month period. ha 

5 Total represents 17 States; excludes 3 States (Michigan, 
North Dakota, North Carolina) for which complete data 
were not available. 





6 Includes cost of some drugs supplied by physicians. 

7 Data not available. 

8 Represents cases receiving visits for which costs were 
met on a postpayment basis; excludes visits with costs 
met from routine or estimated allowances. 

9 Not computed; base too small. 

10 Less than $0.005. 

11 Less than 0.05 visits. 


Source: Ruth White, Expenditures for Medical Serv- 
ices in Public Assistance, 1946. Social Security Bulletin, 
vol. 15, No. 8, p. 49 (Washington, D. C.), August 1952. 
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In the 18 States for which the data are available, about 1 
in 30 Old-age assistance cases was hospitalized at some time 
in the 6 months’ period. Some of the cases had more than 
one spell of hospitalization. There was an extremely wide 
range in the proportion of assistance cases receiving hospital- 
ization. In three States, more than 7 percent were hospital- 
ized. Under the very limited medical assistance programs 
in North Carolina and South Carolina, hospital costs were 
paid for very few aged recipients. In the rest of the 18 
States, the range was from about 2 to more than 7 percent. 

A considerable degree of uniformity existed among the 
States in the average number of days in the hospital per case 
hospitalized. In 18 States combined, the average was 26 
days. In most States the average ranged between 21 and 
28 days. Oregon’s hospital care averaged about 34 days; 
North Dakota’s nearly 41. Only New Mexico had an aver- 
age of less than 14. Although the average for the 18 States 
combined was 26 days, three-fifths of the patients had less 
than 20 days and probably for at least two-thirds the length 
of stay was less than 26 days. In all States, data on aver- 
age number of days in the hospital were weighted by cases 
spending extremely long periods there—sometimes 100-180 
days within the 6-month period. 

Another and perhaps simpler measure of the amount of 
services supplied is obtained by spreading total services 
over the entire caseload. In the 18 States combined, as- 
sistance cases averaged nine-tenths of a day in the hospital 
during the 6 months or 1.8 days per recipient per year. If 
data for North Carolina and South Carolina and New Jersey 
are excluded from consideration the median State among 
the remaining 15 States supplied, on an annual basis nearly 
2.5 days’ care per assistance case. 

Striking similarity is to be found in the average amount 


‘paid per day-in the hospital. In general, the average 


ranged from $4 to $5 per day. 

Doubtless in most States and localities the amounts paid 
failed to cover the cost of the services furnished. At the 
time the study was made, hospitals throughout the country 
were finding it necessary to increase rates for private patients 
and were pressing for higher payments for services to recip- 
ients of assistance and other needy groups. 

In spite of the low per diem rates in effect in 1946, hospital 
bills for aged recipients were sizable. Per case receiving 
hospitalization, payments were $100, or even more, in nine 
of the 16 States for which data can be computed. — 


- 
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Table 2.21.—Percent of Old-age assistance cases receiving hospitalization, average expenditures per case and per day’s 
care, and average number of days’ care, by State, 6-month period, 1946 
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receiving hospitalization 


Average 
cost per 
case 


$122. 


167. 
106. 
117. 
wu: 
88. 


115. 

88. 
154. 
127. 
156. 





Average | Average 
number of} cost per 
days’ care day 

26. 1 $4. 68 
40. 9 4, 20 
20. 9 5. 13 
28. 3 4,17 
22. 1 4, 51 
23. 1 4,21 
25. 8 4, 49 
21.6 4, 10 
30. 5 5. 07 
25. 9 4.91 
34. 4 4, 69 
25. 8 3. 87 
25. 3 2.57% 
20. 2 4, 37 
24. 7 5. 66 
12.8 4, 33 
27. 6 5. 38 
(8) 2. 60 
(8) 2. 42 





1 Data for entire State or selected counties in State. 

2 Based on number of different cases receiving assistance 
during 6-month period. ‘Ff 

3 Based'on average monthly number of cases receiving 


assistance during 6-month period. 


4Excludes Pennsylvania and Texas, which did not 


_ provide hospitalization from assistance funds. 





most counties. 
6 Not computed; base too small. 


Source: Ruth White, Expenditures for Medical Serv- 


ices in Public Assistance, 1946. 
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Social Security Bulletin, 


vol. 15, No. 8, p. 58 (Washington, D. C., August 1952). 
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The term nursing-home care is used here to include care 
in both nursing and convalescent homes. In some instances, 
homes that have been considered nursing homes might 
more appropriately have been classified as homes for dom- 
iciliary care. Moreover, the borderline between convales- 
cent homes and hospitals may not have been drawn at the 
same point in all instances. 

Of the 20 States participating in the study, two—Penn- 
sylvania and West Virginia—did not provide nursing-home 
care from assistance funds. Although Nebraska provided 
this type of care, the data were not reported. In the other 
17 States one Old-age assistance recipient in 40 received 
nursing-home care during the 6 months. Connecticut’s pro- 
portion was more than 1 in 10 and New Hampshire’s 1 in 12. 
On the other hand, in each of the Carolinas only 1 recipient 
in 1,000 was reported as receiving such care. 

For the most part, recipients in the nursing homes were 
receiving long-time care. In the 17 States providing such 
care the average number of months’ care in the 6-month 
period was 4.5. North Dakota reported an average stay 
of 5.1 months. In Minnesota, on the other hand, the average 
was 2.7 months. 

Nursing-home care, which includes maintenance costs as 
well as nursing and other medical services, is expensive even 
in homes that do not meet high standards. Unquestionably 
the homes in which recipients of Old-age assistance were 
living ranged from homes of acceptable quality, such as 
nursing-care institutions, to homes that were poorly equipped 
and operated. In the 17 States the average monthly cost 
per case receiving nursing-home care was $65. In Con- 
necticut the monthly cost was $118 and in Michigan $84. 
In only three States for which unit costs could be computed 
was the cost below $50, the maximum amount of a monthly 
payment subject to Federal financial participation. Differ- 
ences in monthly costs probably reflect differences in the 
types of services provided as well as in the quality of the 
services. Since 1946, costs of care in nursing homes have 
risen substantially. 

State agencies reported that, although there is great need 
among aged recipients for nursing-home care, they are at a 
disadvantage in competing for the limited accommodations 
available because of high cost of the care and because of 
provisions in some homes restricting admission to persons of 
a particular race or religious affiliation. 
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Table 2.22.—Percent of Old-age assistance cases receiving nursing and convalescent-home care, average expenditures 
per case and per month’s care, and average number of months’ care, by State, 6-month period, 1946 
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MET S00 te ISS 1 (5) (8) (5) 04 
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1 Data for entire State or selected counties in State. Data incomplete. 
2 Based on number of different cases receiving assistance 5 Not computed; base too small. 
during 6- th iod. , : ; i 

a fee Pennayivania and West Virginia, which did _ Source: Ruth White, Expenditures for Medical Services 
not provide nursing- and convalescent-home care from in Public Assistance, 1946. Social Security Bulletin, vol. 


assistance funds, and Nebraska, for which data on such care 15, No. 8, p. 62 (Washington, D. C., August 1952). 
were not available. 


196 


The 
State-Federal 
Program 


WHO 
were they? 


HOW 
did they 
become disabled? 


WHO 
referred 
them? 


HOW 
were they 
situated 
financially? 
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\ 
Table 2.23.—Fact Sheet on Federal-State Vocational Rehabilitation Program 





Provides medical and psychiatric examinations, psychological tests, 
counseling and guidance, training, physical restoration (including 
artificial appliances), maintenance, transportation, occupational 
tools and equipment, placement and job follow-up. 

Administered by 88 State rehabilitation agencies—36 of these serve 
only the visually disabled. 

Financed wholly by Federal government for administration, guidance 
and placement; 50-50 by State and Federal governments for case 
services. 


Total program costs, fiscal year 1952__.__.--------- $32.6 million 
Federal participation 42. ates ~~ ese 22.1 million 
State participation. Sac or semana ee Se 10.5 million 
Total number served, fiscal year 1952____.._-_-_-------- 228, 480 
Total number rehabilitated, fiscal year 1952__--_-------- 63, 632 


Facts About 66,193 Rehabilitants of 1951 


2 out of 3 were males. 

6 out of 7 were white. 

21 years was their average age at time of disablement. 
33 years was their average age at time of acceptance. 


56 percent from disease. 
30 percent from accidents. 
14 percent from congenital causes. 


26 percent came from doctors, hospitals, and health agencies. 
16 percent from welfare sources. 
12 percent applied directly to the State rehabilitation agencies. 
10 percent were referred by educational institutions. 
10 percent were referred by interested associates, friends, relatives 
and public spirited citizens. 
10 percent were referred by State Employment Service offices. 
3 percent were referred by State Workmen’s Compensation agencies. 
13 percent referred by other agencies or persons. 


Three-fourths were unemployed when they were accepted for rehabili- 
tation; the remainder were in jobs that were unsuitable, temporary 
or unsafe. 

1 out of 8 had never worked. 

Nearly one-half were dependent upon their families. 

1 out of 8 were on relief. 

1 in 12 were living on insurance payments, usually of a temporary 

nature. 

More than two-fifths were married and had family responsibilities. 

Nearly one-half had 1 or more dependents to support. 


i 


GOVERNMENTAL EXPENDITURES—VOCATIONAL REHABILITATION 


30 percent impairments of arms, legs, back, ete. 
12 percent had amputations of extremities. 
9 percent had pulmonary tuberculosis (arrested ). 
7 percent were hard of hearing. 
2 percent were deaf. 
6 percent were blind. 
6 percent had other visual defects. 


5 percent were mentally retarded or had other mental or nervous - 


disorders. 
2 percent had epilepsy. 
4 percent were cardiacs. 
17 percent had other disabilities (multiple sclerosis, ar thritis, diabetes, 
chronic bronchitis, goiter, hernia, genital festa iaaniey hd 
orders, pea nbisinsy: 


In addition to guidance, counseling and placement: 
40 percent received physical restoration services. 
28 percent were given training. 
8 percent received both physical restoration and training. 
2 percent received other services. 
22 percent received guidance, counseling and placement only. 
Average per person 


receiving specified 
type of service 


Medical and psychiatric examinations____________________ $12. 29 
Beyecnolorical examinations... 2. 2.2 sue seit hi ees 13.72 
Transportation for diagnostic services___.___.__.____-__-- 10. 44 
Mpreerrmiron nents. 5. ee ee a 121557 
Meeeoniances. 2! 8 ee ee ee 112. 12 
os ioniennd convalescent care... 2.0242 $b .2 2 LLL 149. 55 
Seainine and training materials. _\...-_-__.- 12 2-U__-Lii2 258. 28 
Maintenance and transportation_________.______-______-- 262. 70 
Occupational tools, equipment and licenses_--_-__-__------- 195. 78 
Equipment for business enterprises. -____-_-------------- 305. 06 


(Note: The above costs represent only the costs to the rehabilitation agencies. Some services may have 
been obtained free of charge from available facilities or may have been paid for, wholly or in part, 
by other organizations, interested individuals or the client himself. Excludes costs of administra- 
tion, counseling, guidance and placement.) 


31 percent became skilled or semiskilled workers. 

20 percent went into clerical or sales occupations. 

15 percent went into service work. 

9 percent went into professional, semiprofessional or managerial 
fields. 

8 percent became agricultural workers. 

8 percent went into unskilled occupations. 


Estimated annual earnings of persons rehabilitated in 1951: 
Before rehabilitation—$16 million. 
After rehabilitation—$116 million. 
Increase of 600 percent. 
Estimated Federal income taxes paid: 
$9.2 million the first year after rehabilitation. 


Source: Federal Security Agency, Office of Vocational Rehabilitation Paes 


of Research and Statistics, August 21, 1952. 
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. INDUSTRIAL HEALTH AND WORKMEN’ 


COMPENSATION 


Although a few employers developed programs to protect 
the health of their workers as early as the 1890’s, it was the 
passage of workmen’s compensation laws that stimulated the 
development of health services in industry. By 1920 all but 
six States had passed such legislation; in 1948, all States 
were covered. 

The purpose of health programs in industry is to protect, 
improve, and maintain the health of workers, thereby con- 
serving manpower, increasing efficiency and productivity, 
and minimizing illness, for the benefit of employees and 
employers alike. Many years ago, these programs were con- 
fined solely to the control of the working environment and 
the treatment of occupational disabilities. Today, they often 
embrace the total health of the worker and provide broad 
preventive health services. The prevention of disease and 
injury and the promotion of health is accomplished through 
medical supervision over materials, processes, and environ- 
ments; through employee health appraisals and health educa- 
tion; through prompt provision of care following industrial 
accidents or disease; and through emergency care and treat- 
ment of nonoccupational illnesses at an early stage, with 
referral to private physicians for further care. 

Almost all large manufacturing and many large nonmanu- 
facturing plants maintain in-plant health services through 
the employment of full-time nurses and of physicians who 
spend full or part time at the plant. These services are less 
widely available in smaller establishments. Smaller plants 
usually have arrangements under which one or more phy- 
sicians have agreed to come to the plant when called to care 
for emergency cases. Some of these ‘on call” physicians 
also make pre-employmen* examinations. 
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Table 3.1.—Number and percentage distribution of surveyed companies in each specified size group reporting available 
services by physician or nurse, 1950 





Number of 


Size group (number of Hein 
companies 





Spoyees) in survey 
All companies ?_____-_ 3, 589 

yang tt oe 1, 901 
LTA) 0 / 617 
OU Meme sey oS 2 466 
OUT 2 oU0seeee os! ek. 356 
Mou IANGOVer: — 322.1 . | 200 


























Physician 
Full-time Part-time Call basis 
Num- Per- Num- Per- Num- Per- 
ber | cent ber cent ber cent 
172 4.8 613 ial 1, 725 48. 1 
9 2d 69 3. 6 780 41.0 
13 Del 94. NR 72 376 60. 9 
24. 522 135 29. 0 274 58. 9 
31 8. 7 185 52.1 194 54. 6 
92 45. 5 125 61. 9 85 42. 1 











1 Based on a 1951 survey of 3,589 member companies 
with 3.3 million employees made by the National Associa- 
tion of Manufacturers. The companies that responded to 
the questionnaire included factory, office, and executive 
personnel and represented more than 22 percent of the 
average number of employees in manufacturing establish- 


ments during 1950. 








Registered grad- 


uate nurse 

Num- Per- 

ber cent 
1, 023 28. 5 
63 ney 
204 33. 1 
279 60. 0 
289 81. 4 
179 88. 6 


2 Total includes companies which did not report number 


of persons employed. 


Source: George W. Bachman and Associates. Health 
Resources in the United States, p. 245. Brookings In- 
stitution (Washington, D. C., 1952). 
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The costs of in-plant health, medical, and safety programs 
vary considerably, depending upon the number of employees, 
the type of industry, and other factors. According to a 
study by the National Association of Manufacturers of 3,589 
member companies with 3.3 million employees, the costs of 
such programs in 1950 varied by size of establishment from 
$45 per employee in plants having less than 250 employees 
to $16 in those having over 5,000 employees. The cost of 
the safety programs alone also declined as the number of 
employees increased, ranging from $13 per employee in 
establishments of 250 to 500 to $4 in the largest. 

There is wide variation among companies as to the methods 
used in arriving at the costs of health, medical, and safety 
programs. For this reason, the cost figures are probably 
understated substantially. 
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Table 3.2.—Companies reporting cost data on health, ary and safety programs, and By ente per capita cost, by size 
of plant, 1950 











Health, medical, and safety 
programs Safety program ! 
Size group 
Number of F Number of . 
companies 2 Per pe ce companies Per we 
reporting a reporting Si) 
RMI yo oe oo ek ela k eau 1, 576 $25. 90 57 $9. 14 

EN fa 2 rir a en 730 45. 39 10 12. 35 
ae ce bo) ee 304 40. 52 10 13.15 
RUMI 8 oe hen eee 212 39. 87 13 7. 82 
OT EUG a yo sale Ea 212 28. 87 10 10. 10 
I we ew ey oe 64 21. 90 5 6. 56 
Seuoiermcmeveren se 82) bese be 4] 15. 67 9 


' 1 Based on companies included in the 1,576 reporting 
costs on health, medical, and safety. 

2 Includes companies which did not report number of 
persons employed. 

Based on a 1951 survey of 3,589 member companies 
with 3.3 million employees, made by the National Associa- 
tion of Manufacturers. The companies that responded to 
the questionnaire included factory, office, and executive 


3. 88 


personnel and represented more than 22 percent of the 
average number of employees in manufacturing establish- 
ments during 1950. 


Source: George W. Bachman and Associates, Health 
Resources in the United States, Personnel, Facilities and 
Services, p. 262. Brookings Institution (Washington, 
D. C., 1952). 
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An average annual cost of in-plant health programs 
of $14.53 per employee was reported in a study of 569 plants 
with 1.8 million employees, made by the American College of 
In this group of plants, costs declined 
with increase in size of plant ranging from $26.43 per em- 
ployee in those having less than 500 employees to $9.48 in 
those with 7,500 to 15,000 employees. The ten largest size 
plants reported an average cost of $21.51. The average per 
capita costs were $14.78 in manufacturing firms and $13.31 
in nonmanufacturing firms. 


Surgeons in 1949. 


Table 3.3.—Plants reporting cost data on in-plant medical programs and the average per capita cost, by size and type of 


plant, 1949 




















Total plants reporting Manufacturing Nonmanufacturing 
Size group (number of employees) A . + 

; 7 verage per + verage per verage per 

Number capita cost Number capita cost Number capita cost 
All pldtite 2 ooo. ee ee ae oe 442 $14. 53 381 $14.78 | - 61 $13. 31 
naer sO0.S!. ail, a eerste 40 26. 43 40 26. 43 |_. eu cebll eee ee 
HOOV99 sai SLA Se a ee aoe ee 78 16. 81 71 16. 54 id 19. 76 
12000 S249 i 5) oe oh see ee coi | AR ee 150 15. 19 136 14. 56 14 20. 91 
Bi OWUH4,900 So. alo. as ata. Ae ee Soe 103 13. 05 76 13. 52 27 ib a 4 
000-7 490 Pk hs oes Solem ee k s 34 14. 06 29 12. 93 5 21. 19 
DOU 14 O99 ciel TE Se ee 27 9. 48 19 9. 34 8 9. 79 
15, OOD SA 09. it ata eet Le, See oe Ce 10 21. 51 10 21, 61.) cu02-460.|2L2 eee 
1 Based on asurvey by the American College of Surgeons Source: George W. Bachman and Associates, Health 
of 569 plants with 1,752,508 employees. The 442 plants Resources in the United States, Personnel, Facilities, and 


reporting cost data had a total of 1,362,248 employees. 


Services, p. 274. Brookings Institution (Washington, 
D.C., 1952). 
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Experience has shown that small plants can provide in- 
plant health services comparable to those in larger industries 
and at a similar cost by cooperating with each other. In 
Georgia, where 98 percent of the plants have less than 100 
employees, several clinics have been established and civic and 
professional groups in the State have worked together to 
determine practicable approaches to the problem. Table 
3.4, which shows the estimated annual cost of cooperative 
health centers for three employee-size groups, reflects the 
result of this planning. It indicates that the cost per em- 
ployee would vary according to the number to be served 
from $14.40 if the group includes 1,000 employees to $8.78 
if it includes 5,000 employees. 
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Table 3.4.—Estimated annual cost of cooperative health center serving a group of small plants, by type of expense and 
number of employees to be served, 1950 














1,000 2,000 5,000 
Type of expense employees employees employees 
PeOEAICOSG sweet tS Se eee ee eee ae eer ta es ge eee ee $14, 400 $24, 600 $43, 900 
I ys Se ey oa na a ld to ie ew ees ae eee ee eS 14. 40 12. 30 8. 78 
HORUVSEC iru timamemnye 2 Hbses OFS. Mek _ 8) et, eet. ee ORR ee ee ed 4, 000 8, 000 12, 000 
SRE cE ane 0 Se eo gai. Deer ates eee ee 5, 000 10, 000 17, 500 
CUTER, A, ch i a hh ae came mame creep) oi 8% Be)! Bo ha ele 1, 800 1, 800 3, 600 
Sg RSL se. Le a CL Rees x aye NIE EL ee ee 1, 200 2, 400 6, 000 
ES 0 EIS pity i fc k i Hpi pn rae pl pes fer 2, 400 2, 400 4, 800 











1 Excludes prorated cost of equipment. 

2 For 1,000 employees, 4 time; for 2,000, 1 full time; for 
5,000, 1 full time and % time. 

8 For 1,000 employees, 2 full time; for 2,000, 4 full time; 
for 5,000, 7 full time. 


4 For 1,000 employees, 1 full time; for 2,000, 1 full time; 
for 5,000, 2 full time. 


Source: Lester M. Petrie, Health Maintenance in Small 
Plants. Southern Medical Journal, vol. 44, pp. 555-560 
(Birmingham, Ala., June 1951). 
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The fluctuation from industry to industry of the cost of 
health, medical, and safety programs was also pointed up by 
the National Association of Manufacturers’ study. It 
ranged from $17.58 per employee per year in the ordnance 
industry to $39.69 in the coal and petroleum industry. 

In analyzing cost figures, it must be borne in mind that 
there is variation among companies as to the type of costs 
that are charged to health, medical, and safety programs. 
For example, some companies reported only salaries and cost 
of supplies and took no account of capital outlay, depreci- 
ation, rent, light, heat, and other indirect charges. Many 
other companies could submit estimates only, since costs are 
charged directly to operating accounts. ‘Thus, the cost 
figures are probably understated substantially. 

The part of the total cost of health, medical, and safety 
programs that is chargeable to safety in each of the industries 
covered by the survey is not known. However, for all 
industries combined, the safety programs alone cost about $9 
out of the total of $26 per employee per year for health, 
medical, and safety programs. 

These figures must be used with caution because the costs 
of programs in plants of all sizes have been merged and the 
influence of size of plant upon cost has been shown in this 
and other studies of this type. 
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Table 3.5.—Per capita costs of health, medical, and safety programs, by industry, 1950 

Number of : Number of : 

companies P ae companies oe shi 
reporting ! reporting ! 

PsOUstries= i 2... 1, 726 2 $25. 07 || Coal and petroleum_____-____-_-- 18 $39. 69 
Rubber! Geer as Tee eee 30 22, 71 
SN Sea 6 £7, 58h, Leaner i aa ee 35 18. 63 
Ce Gn 134 20, LOc||E SONG se tes ace ne raeareee oe em oer ger 70 23. 49 
Se 2S a a ar 4 20226 |) Primary metal: tasce 2252 pee 112 21. 65 
0 107 28n10 eLabricatedemetals =e 247 20. 19 
i as a Ae eee 55 25. 69 || Machinery (except electrical) _____ 250 27. 08 
Sirm beter ns sk 63 33. 02 || Electrical machinery______-_---- 94 25. 76 
a ee 49 36. 11 || Transportation equipment __-_-_-- 82 17. 97 
0 70 S4472 Ale Strum e Mit see es ee Bo 22. 16 
ibe os a ae 41 35. 89 || Miscellaneous industries_ ______-- 49 22. 64 
mermrenteey sg. 2 be Le 126 28. 90 || Specific industry not reported _- -- 17 39. 24 





1 Based on a 1951 survey of 3,589 member companies 
with 3.3 million employees made by the National Associa- 
tion of Manufacturers. The companies that responded 
to the questionnaire included factory, office, and executive 
personnel. and represented more than 22 percent of the 
average number of employees in manufacturing establish- 
ments during 1950. Some multiproduct companies are 
included in more than one industrial classification. 





2 This differs from the per capita cost shown in table 3.2 
because companies in more than one industrial classifica- 
tion are counted more than once. 


Source: George W. Bachman and Associates, Health 
Resources in the United States, Personnel, Facilities and 
Services, p. 325. Brookings Institution (Washington, 
D. C., 1952). 
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Although indirect benefits cannot be measured easily, they 
constitute an important part of the value of an in-plant 
medical program. 

A National Industrial Conference Board survey of 333 
industrial establishments in the United States and Canada 
indicated the extent to which such benefits are recognized. 

Over three-fourths of the companies covered in the survey 
reported the usefulness of in-plant medical programs in 
proper job placement and the promotion of safety, and 
almost three-fourths reported improved employer-employee 
relations resulting from the operations of the medical depart- 
ment. The industries included in the study covered a work 
force of more than 1.5 million persons, with 6.9 percent of 
the establishments employing less than 250 workers and 20.1 
percent 5,000 or more employees. 
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Table 3.6.—Distribution of surveyed establishments according to report on special benefits derived from medical 
department operations 





Benefit 


Improves employee health___________________- 
Improves employee efficiency____.____________- 
Reduces employee turnover__________________- 
Sealey | 8 e/S (1402) 7 a ge Ce | 
PeaucesAmsentecism =o. L222. 
Reduces cost ratio of insurance____._________-- 
Assists proper placement_._.._......_....-- 
Improves employer-employee relations. ________ 





Improves employee health___________-_- eee 
Improves employee efficiency____-----_-_-----_ 
Reduces employee turnover_--_-_-_------------ | 
Semumeteeremreny ee 22) 2 2 oe ss | 
fecumesmiprsenteeist.- 22. 22s eek eeke | 
Reduces cost ratio of insurance___----.-------- | 
Assists in proper placement-_--_------------ Scat 
Improves employer-employee relations___-___. / 























Establishments 

acne d Reporting specified benefits With no 

i y Not medical 

answering | depart- 

Yes No No opinion ment 
Number 
333 237 6 48 39 
333 230 6 47 47 
333 170 16 95 49 
333 255 5 33 37 
333 237 7 46 40 
333 191 12 69 58 
333 259 9 24 38 
333 247 2 38 43 
Percent 

100 (Oey 1.8 14, 4 i 74 0. 

100 69. 1 1.8 14. 1 14. 1 : 
100 51 el 4.8 28. 5 14. 7 
100 76. 6 els 9. 9 ula by 
100 71. 2 251 13. 8 1250 
100 57. 4 3. 6 20. 7 17. 4 
100 77.8 2.7 (AP: 11. 4 
100 74, 2 . 6 11. 4 Pa) 














WCOOOOOOO 


WwWWwWWwWwwwth 


Source: Ethel M. Spears. Company Medical and Health Programs, p. 72. National Industrial Conference 


Board (New York, N. Y., 1948). 
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Both direct and indirect benefits result from the work of 
in-plant medical departments. For example, the experience 
of the Socony-Vacuum Oil Company’s East River plant, 
which has approximately 1,500 employees, reveals a sub- 
stantial decrease in working days lost and in the amount 
paid out in sickness benefits since the medical department 
was established in March 1946. The decrease is particularly 
striking in view of the fact that wages upon which sickness 
benefits are based increased 50 percent during the period 
1945-49. 


Table 3.7.—Decrease in sickness and accident benefits and in working days lost, Socony-Vacuum Oil Co., 1945-49 
A Ee eR > Oe Bet a ar a 


Man-work days lost from non- 











Sickness and occupational illness 
Year accident 
payments 
Total Acute Chronic 
OAS SS ee SC e Sota eg a eg ae) ee $77, 423 (2) (2) (?) 
1040 Fp anaes Hoe ee eee ee ee Se ee ee hl Wssenr eds (1) (1) 1 
O47 PE 2 eT A ee te a  aeTs a ean 103, 802 10, 466 6, 089 4.300 
194 Be ona ees eee ee ee, 97, 570 8, 397 4, 286 4,111 
1940 wah Peg an a ee ee. ee ee, eo ee 66, 565 5, 485 3, Lil 2, 324 
1 Data are not available. Public Health Service Publication No 215 (Washington, 


: é D. C., 1952) (based on article by Max N. Howsrd and 
Source: Margaret C. Klem and Margaret F. McKiever. A ? 2 ; ; : 
: rthur E. Hoag, in AMA Archives of Industrial Hygiene 
Small Plant Health and Medical Programs, pp. 64-65. and Occupational Medicine, April 1951). y 
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Workmen’s Compensation was the first social insurance 
measure to be adopted in the United States. In 1911 the 
first State Workmen’s Compensation laws were enacted; 37 
years later, in 1948, Mississippi became the last State to pass 
such legislation. 

By 1950 about 35 million workers were covered, to some 
degree, by Workmen’s Compensation in an average month. 
This is somewhat less than 75 percent of the 48 million 
wage and salary workers in the labor force in that year. 

There are vast variations among the 48 States in the pro- 
visions of their Workmen’s Compensation laws. No State 
law covers all employments. Only one State, Ohio, covers 
agricultural employment. The degree of protection for the 
worker against medical costs and wage loss due to work 
injuries also varies widely from State to State. 
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Table 3.8.—Total annual covered payroll and number of workers covered in an average 


month by workmen’s compensation, selected years 








Covered payroll ! Number of workers covered 
Year: (billions) in an average month 
eet ee eke $34. i 3 Year saan (millions) A! 
ES 2 Eis ee we OR aa A Oe SF ener Ree eee cere Ot Caen Re a oe 
EG). a 79. 5 194 Gee ee ee et ee ee 32-33 
iTCt yy (Setar, ee fi aciehtoe 2 5) Ee ales peers 91. 5 1948_____- aca ees Sa Bs a Oe cee a Sp AB od A 34-35 
TROIS ony, So NE ai et ae Sn Oe LOSS 19 Os ae ee le ee re 2 ee ee 35 
HVE) JS 8 a RE i oe ee 100. 0 
TMS. le 7S) tein anales ‘eg 4s 109. 5 
eee oe See Se Park, Ps 
1 Estimate of payrolls of employers insuring with private Dorothy McCamman, Workmen’s Compensation: 
earriers, State funds, or self-insured and Federal ee é Pabihaee: | Uae a as bain oe eho! 
lud ilroads (covered by Employer’s Liability Act). ulletin, vol. 138, No. 7, p. 5. Social Security - 
a re oe fo z “4 ministration (Washington, D. C., July ane - 
clea ; ie : Wise Unpublished estimates for 1950, Division of Researe 
Social Security Administration. Sates fool bea ta and Statistics, Social Security Administration (Wash- 
Au oy io cn wae 26, table 2 (Washington, ington, D. C., 1952). 
. C., September 1952). 
234763—53 15 
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About 33 cents of the average dollar of Workmen’s Com- 
pensation benefits went for medical care and hospitalization 
in 1951. The proportion of Workmen’s Compensation pay- 
ments devoted to medical benefits declined some during the 
war years, but has risen slightly in the postwar period. 

The maximum cost and duration of medical benefits is 
limited by the Workmen’s Compensation laws of 17 States. 
In Louisiana this maximum is $1,000; in Iowa it is $1,500. 
In Pennsylvania 90 days of hospitalization, or up to a maxi- 
mum of $225, plus $225 for medical and surgical care was 
the top limit in 1950. 
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Table 3.9.—Total workmen’s compensation payments, by type of payment, 1939-51 
[Millions of dollars] 
Type of payment 
Year Total Weéiisaliand Compensation 
NOSprel | eM ee ET 
patie Total Disability Survivor 

OAD. eS a ee er 2 235 85 150 120 30 
rt etree TY el flees 256 95 161 129 ay 
et em oe ee be ivele eb vl tel oe 291 100 191 157 34 
eee eerie 8 oe ek 330 108 222 186 36 
es ee oe eS _ SOS LEAC Siu es oe 356 112 244 206 38 
le Se 2 an eee 2 387 120 267 227 40 
ah a, oye pa a eS Oe SS Sa 411 125 286 244 42 
SUNG lt el a pe le Aer 435 140 295 251 44 
ee nee te a ot eee 487 160 327 281 46 
es rere ot es co ae 537 175 362 312 50 
ee en hk 570 185 385 333 52 
OMA) Lan phen ae er 2 Rc 4 Hie Pt 617 200 417 362 55 
Serie enna rn 8 ES eae: 707 232 475 415 60 








1 Preliminary. 


SourRCEs: 


Dorothy McCamman, Workmen’s Compensation: 
coverage, premiums, and payments. Social Se- 
curity Bull., vol. 13, No. 7, Social Security Adminis- 
tration (Washington, D. C., July 1950). 

Social Security Administration. Workmen’s Com- 
pensation Payments, 1949. 


























Social Security Bulletin, vol. 13, No. 12, p. 18 (Wash- 
ington, D. C., December 1950). 

Social Security Administration. Workmen’s Com- 
pensation Payments, 1950. Social Security Bulle- 
tin, vol. 14, No. 12, p. 83 (Washington, D. C., 
December 1951). 

Social Security Administration. Social Security 
Bulletin, vol. 15, No. 12 (Washington, D. C., 1952). 
In press. 
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The total amount of money paid out for Workmen’s Com- 
pensation benefits in 1951 was three times that paid out in 
1939. This increase was due in part to an expanding labor 
force with more workers being covered; to rising wages on 
which monetary benefits are based; and to increases in max- 
imum payments allowed for monetary and medical benefits. 

Most of this 13-year growth is represented by the business 
of private insurance companies. State funds and self-insur- 
ance payments, while increasing in dollars, both declined in 
proportion to paymeyts by private insurance companies. 

Of all Workmen’s Compensation payments in 1951, 63 
percent were made by private insurance companies, 24 per- 
cent by State funds, and 14 percent by self-insurers. 
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Table 3.10.— Amount and percentage distribution of workmen’s compensation payments, by type of carrier, 1939-51 









































[Thousands of dollars] 
Type of insurance 
Total 2 
Insurance losses F . 
Year paid by private in- iets fund dis- Self-insurance pay- 
surance carriers ! Ursemenits ments 
Amount | Percent 
Amount | Percent | Amount | Percent | Amount | Percent 
BSc ee 234, 875 100. 0 122, 183 p20 68, 481 29. 2 44, 211 18. 8 
A oo eS a oe Cae eee 256, 061 100. 0 134, 653 52. 6 (2,041 28. 3 48, 867 19. 1 
fy ener ace eeereees FO ge SPEIRS Se 291, 318 100. 0 159, 823 54. 9 Tl, 202 26. 5 54, 293 18. 6 
1AM oy 5 rr 330, 492 100. 0 190, 239 57. 6 81, 758 24.7 58, 495 Teed 
cd eee ere SE rr 355, 862 100. 0 Palle nls} 59. 9 81, 609 22.9 61, 180 17. 2 
Eile on ee 386, 628 100. 0 236, 593 61. 2 85, 318 22. 1 64, 717 16.7 
ace et} 410, 828 100. 0 252, 570 61.5 91, 368 2242 66, 890 16.3 
LAEMG — s) Sage TS ae lea era ae 435, 213 100. 0 269, 353 61. 9 96, 053 22a 69, 807 16. 0 
Ps ene eres Oe ee 487, 400 100. 0 301, 833 61. 9 110, 849 22.8 74, 718 15. 3 
i oe Seo 537, 202 100. 0 334, 699 62. 3 122, 941 22.9 79, 562 14.8 
VON) 3 eo 569, 838 100. 0 353, 092 62. 0 134, 306 23. 6 82, 440 14. 4 
1 EEN) ee i pel al aa 616, 789 100. 0 381, 080 61. 8 148, 509 24. 1 87, 200 14.1 
i) cu oe a ee 707, 075 100. 0 448, 681 62. 7 166, 745 23. 6 96, 649 Stas 
1 Net cash and medical benefits paid by private insurance SourRczEs: 
earriers under standard workmen’s compensation policies. Dorothy McCamman, Workmen’s Compensation: 


Data from the Spectator: Premiums and Losses by States 
of Casualty, Surety and Miscellaneous Lines. 

2 Net cash and medical benefits paid by State funds; 
compiled from State reports (published and unpublished) 
and from the Spectator; estimated for some States. 

3 Cash and medical benefits paid by self-insurers, plus 
the value of medical benefits paid by employers carrying 
workmen’s compensation policies that do not include the 
standard medical coverage. Estimated from available 
State data. 

4 Preliminary. 


Coverage, Premiums and Payments. Social Security 
Bulletin, vol. 13, No. 7, p. 9. 

Social Security Administration (Washington, D. C., 
July 1950). 

Social Security Administration, Workmen’s Compen- 
sation Payments, 1949. Social Security Bulletin, vol. 
13, No. 12, p.18 (Washington, D.C., December 1950). 

Social Security Administration, Social Security Bul- 
letin, vol. 15, No. 12, (Washington, D. C., Decem- 
ber 1952). In press. 
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Workmen’s Compensation benefits paid during 1951 by 
private insurance carriers amounted to about one-half of the 
premiums written. Over a 13-year period for private carriers 
this ratio of benefit disbursements to premiums collected has 
fluctuated from a low of 41.5 in 1942 to a high of 52.9. The 
average “loss ratio” for the period 1939 to 1951 was 48.2. 
During this 13-year period, more than $3.6 billion written 
in premiums was not paid back in benefits by the private 


insurance carriers. 


Table 3.11.—Net premiums written in relation to losses paid by all private carriers, workmen’s 
compensation programs, 1939-51 











Premiums 
Year (millions of 
dollars) 
TOUCGIE Se. >. AMER. Pree Cees. 7 res oe ere (fs MAG 7, 049. 
FOS 9 222 DEO ane >. See ee, 2 cee 2. pemrere VL Be ee ey eS 260. 
DAO eee ns DEN le SA tne ae SO ee Ot OR yh LS Fo 270. 
BN 4 USE ed oo SE de! eis ee ee ee Oe Pee ey See Be tt de 342. 
bY UA ee eee ee | ety SN ye) el ey. ai ee RIV ee Tee 458. 
SAS erect Pee oe) Ss a En a NO eA Me gh eh 2) bo. Ci Se Bt as 503. 
(Ue ee pc Aaa Nan Ol or oR Bey PTO ohies RE ea 501. 
ROADS 2 2 ok Laie 6 Sipe, oi Se eee gis ere ieeies Fh Re Lhe oy 488. 
TOAGD oe oe i Re Oe ee PO ener LS pode Se NT a ge 512. 
OA [ice Si Nady Mie ae Bese ER ee ae Ee ae PY FU 662. 
TEE Daal or Silt babstl frien, os) Nay? dec goth Wien Geary at Ae ee eee Peete 750. 
LOA ees. ee ee ee ee ag fap SSeS) os Re 735. 
18151) eee yy SBE Bodh) oe vehi pF ekyst Zo’ Sunikeot eh altered Me eee Oe eA ear ag 719. 
Ey ee ce eae cee a, re ne. ee pee 843. 
1 Benefit disbursements. Source: Spectator. 


2 Calculated on unrounded figures. 
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WOPRTROrRPONINOOF 


Losses ! 


(millions of Loss ratio ? 








dollars) (percent) 

3, 395. 1 48. 2 
123. 8 47.6 
134. 6 49, 7 
159. 8 46. 7 
190. 2 41.5 
213. 2 42.3 
236. 7 47,2 
252. 7 lean 
269. 4 52. 6 
301. 9 45. 5 
334. 8 44. 6 
353. 3 48. 0 
381. 0 52. 9 
443.7 52. 6 


Premiums and Losses by States 


of Casualty Surety and Miscellaneous Lines, 1940-52 


editions (Philadelphia, Pa.) 


INDUSTRIAL HEALTH AND WORKMEN’S COMPENSATION 


One of the primary differences among the States in Work- 
men’s Compensation is the type of insurance carrier which 
employers may use. In 11 States employers may choose 
between insuring with a private carrier or the State fund. 
In 7 States employers are required to use the State fund. 
In 30 States employers use private insurance carriers or (as 
in almost all States), if they can give proof of their ability 
to carry their own risk, they may self-insure. 

In 1948 private carriers returned in benefits only about 45 
cents of each premium dollar. Eighty-six cents of the pre- 
mium dollar of exclusive State funds was paid out in benefits, 
while in the case of State funds which were competitive with 
private carriers this so-called “loss ratio’? was 52. Under 
this social insurance program there are substantially higher 
benefit payments per premium dollar in those States with 
exclusive State funds than in States where private insurance 


215 


carriers participate. 


Table 3.12.—Net premiums written, benefit disbursements, and ratio of benefits to premiums by type of insurance, 1948 





Type of insurance 





All types, other than self-insurance___--..-.-------------- 
NIG Se SE gh went a ea See 
PameEiueNuonMmpetitive:*1j2c. a eae 
DE eeIaNeCOlUnIVG faut. eee 


Self-insurance: 


With 5 percent administrative costs______------------ 
With 10 percent administrative costs_____.-_.-------- 


Premiums Benefit dis- 





( written bursements ae 
millions of (millions of 

dollars) dollars) ! (percent)? 
aS ona ae 930 458 49 
So eer 750 335 45 
Ree RO Beet St 92 48 52 
Lyne dee Rb eRe 5 88 76 86 
Pe Ry SA there bee 8 84 S80: (S222 tee 
boc Sh Ria ae 6 88 80} ape’ 





1 Estimated. Data on losses incurred for each type of 
insurance are not available. Although loss ratios calcu- 
lated on benefit disbursements for a l-year period are 
generally less meaningful than ratios calculated on in- 
curred losses, they nevertheless provide a valid basis for 
a comparison between types of insurance. 

2 Calculated on unrounded figures. 

311 States. Employers may choose between insuring 
with the State fund or with a private carrier. 

47 States in which employers are required to use the 
State fund; also includes Federal employees’ _system 
financed through annual Congressional appropriations. 

5 Premium estimate for Federal employees’ system 
includes benefit payments plus administrative costs. 

6 Estimated payments for compensation and medical 


care plus 5- or 10-percent allowance for administrative 
costs of self-insuring. 


SOURCES: 

Social Security Administration. Supplemental ma- 
terial to: Dorothy McCamman, Werkmen’s Com- 
pensation, Coverage and Premiums. Social Secu- 
rity Bulletin, vol. 18, No. 7, pp. 7-10. (Wash- 
ington, D. C., July 1950). 

Spectator. Premiums and Losses by States of 
Casualty, Surety and Miscellaneous Lines. 

Spectator. DataonStatefunds. (Philadelphia, Pa.) 

Correspondence with States, and annual reports of 
the Federal Employees’ System. Social Security 
Administration (Washington, D. C.). 


4. RESEARCH 


In the Nation’s $181 million program for medical research 
in 1951, 42 percent of the funds represented Federal expendi- 
tures, 33 percent was supplied by industry, 14 percent by 
philanthropy, and 11 percent by hospitals and medical 
schools, according to data compiled recently by Medical 
Economics. No data are available on State and local ex- 
penditures. 

Nearly half the Federal total of $76 million was expended 
by the Public Health Service for research conducted by 
Public Health Service personnel and for grants to non- 
Federal research institutions and investigators. 


Table 4.1.—Public and private expenditures for medical research, by source of funds, 1951 















































Amount 
Source of funds (millions of Percent 
dollars) 

Ota <2 ee eee Pa Ve 2 Eider abe ye) SN ae ea SN be Bebe TiS hy | ‘lyon aa A Siler: 100. 0 

GOV eTIINGIG = Saute eee a eee a see een i Lie Oy ley oS. a ge ee 16. 2 42.1 

mublic Megat service i0. conga ee sabe oe abe SO Boe 19. 4 

BaOnMe RUC roy. OM MsiGnt eens” Wee las 2, nee tee ee ee 18.0 9.9 
Department of Defense: 

LATIN yrewsierts Sipe ae en eT wee eee fa eee eae ee ee 6. 8 3. 8 

ING Vie 3 3 Sa ane cael eee SAE or eel se ON ne Bek en ei nal ny 6. 0 3.3 

PB OPCO,, 2.22 ah ee et ml BS ete ae ee we A ee 4.7 2. 6 

V eletaing “A diomistratiean ot seep atte bee le Goode eee, re 4.5 2. 5 

ONG aie coin Pe ee i ee OE Ege Pee ee 1.0 .6 

Dee een ete: ail | Ie eS een CN ee oe fa 60. 0 33.4 

Pharmaceutical and: proprietary .226-62s. egies Sea ne cee ein AE, 4S See 52.9 29. 0 

Industrial foundations Sate. 2 ne ek onan aes tye SNe Sth 5. 0 2270 

Others. 14% see been e OT, at oe uae em. st fin 1a) fiertga! see ? 25 1.4 

PINISRUaTOD yoo oe eee ‘ SS ese oe ee) 2 SRE Te) eee 25. 0 13.8 

Philanthropic foundationseisA . gteuoss. lies... a ee eg ae er el: 10. 0 ol Se3, 

Voluntaryvhealthnassoemitionsos0t) oF Aiimet! ee eee lo 10. 0 Yan) 

Réersonal donations _ hue skate? omen 2 .2..0 0 all be 5.0 Za8 

Profession 1.2. _. ==. = .ee i Rae Sree ae 2 20. 0 11.0 

Hospitalesiqucslaeg 4. bee via, Aiauee. . 2. eee ogee: elect _ a ak 15.0 8.3 

Medivalisthpolednittniate no eet. seletongte oo. . enOUel yews legulewisus 5. 0 nT 

1 Excludes free-service contributions of physicians. Research? Medical Economics, vol. 28, No. 10, p. 66 


Source: Justus J. Schifferes. Who Pays for Medical 
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(East Rutherford, N. J., July 1951). 
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RESEARCH 
The total expenditure for research in the fiscal year 1946-47 
amounted to $115 million, according to a study conducted 
by the President’s Scientific Research Board. Industry pro- 
vided nearly 48 percent of that total. The Federal Govern- 
ment was the source of 24 percent. Philanthropy and other 
private sources provided 26 percent. 
Table 4.2.—Expenditures for medical research, by source of funds, 1946—47 
Amount 
Source of funds (thousands of | Percent 
dollars) 
BOO teat ee OY I re So ae een eee es 5 - = Bee 115, 150 100. 
Permerromcmrederal Sno. 002 (0. A A bee Rae oe Ee =, Rene 28, 150 24. 
Puole tealth Services’ >i =... | 130 SNe O. . 2 ee > | ee 12, 585 10. 9 
memo mouergy Commission... __..2..-.. Seen a. Se 2! Eee (2): Se ee 
Department of Defense: 
PE Vere ee ee ee 2 5, 050 4, 4 
IN ple ela calpain Rete ret A oes aie OEE Ee ie ae Ba 5, 940 5,2 
PROT OT OR ee ee Sg. 5 ee 990 pe 
WeLeranseAdministravion...-...--- a en re ae 2, 520 2.2 
DAR oe a ee A Mein oo) Sg einen MR Ere 1, 065 .9 
Ser warmiaene? oteth}, and: local ssid. 2! «lawson. 30 Bee ee a ee 1, 500—2, 000 a 
ease ae Se ae eine © POT) soma’ BP ys. 5 eee. Peers 55, 000 47.8 
Piarmnjenetica). proprietary =i --.-4-=---.-e22eeeoree-».. Joe... ee 50, 000 43. 4 
Indusiinitoundations._... f2ee - =... .. - See oS. eee =. 2 eee 5, 000 4.3 
Philanthropy.= -..-.- ey! hop hee eS ee, eee 20, 000 vee! 
buarrobropiGsOuUndations == 22 oo. Ae ee ee ee 10, 000 8.7 
weantary hesith associations? -¢ 2... 2... 22 Beek oo 8 Oe ea el eee 10, 000 8.7 
perannaledonationsiat< fii ee 22 ls Sk ete ere a en eae en ee ee (8)... & 2s [6 see ee 
Co a ni nee Meme Re o C e er ee  eee 5, 000-10, 000 8. 7 
Profession: 
PRM IGAIG 2 Se ke a Se os 3 = ee ee en ee ee eae eae roe GN es Igoe aera 
Met CANACNOOIS rss Soh ee! we ook! Ae Se ee ee ee ere ee Gd pau [Ste Bees oe 








1 Includes the larger sum where there is an estimated 
range of expenditures. 

2 Not listed as a separate item. 

3 Not estimated. 

4 $950,000 in research funds estimated as received by 
State medical schools from outside sources and $575,000 


284763—53 16 


(almost certainly included in State and local government 
expenditures above) from internal budgets. 


Source: The President’s Scientific Research Board. 
The Nation’s Medical Research, vol. 5 of Science and Public 
Policy (Washington, D. C., October 18, 1947). 
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RESKA RCH 


Federal financial support of research in medical schools and 
other research organizations through research grants or con- 
tracts was greatly stimulated during the war years and has 


continued to rise. 


The Federal sums thus awarded have increased from $5.8 
million in the fiscal year 1946-47 to $21.3 million in 1949-50, 
two years for which estimates are reasonably adequate; this 


amounts to nearly a 270 percent increase. 


In the same 


period there was a parallel increase of more than 160 percent 
in grants and contracts from private sources. 


Table 4.3.—Research grants or contracts awarded by Government and private sources, by fiscal year, 1946-51 








Fiscal year 























Total Government Private 

$4, 307, 441 $1, 871, 065 $2, 436, 376 
10, 254, 340 5, 807, 147 4, 447, 193 
21, 457, 747 12, 859, 975 8, 597, 772 
33, LoURULS 19, 466, 388 138, 663, 730 
33, 000, 870 21, 320, 493 11, 680, 377 
32, 893, 609 21, 785, 603 11, 108, 006 











Norte: The data in tables 4.8—4.6 are restricted to 
investigative research supported by grants or contracts. 
They are based on grants registered with the Medical 
Sciences Information Exchange of the National Research 
Council. Because of incomplete reporting, the data have 
certain limitations. Few awards made by industry, local 
foundations, or funds established solely for individual 
universities have been included. The data from Govern- 
ment are, perhaps, more extensive than those from private 
agencies because of the completeness of records of Public 





Health Service grants. However, information on contracts 
made through Government agencies other than the Public 
Health Service is incomplete, with the result that a balance 
between the Government and private sources of funds is 
approached. 


Source: Stella Leche Diegnan and Esther Miller. The 
Support of Research in Medical and Allied Fields for the 
Period 1946 through 1951. Science, vol. 115, No. 2987, 
pp. 321-333 (Washington, D. C., Mar. 28, 1952) 
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Chart 4A..—Funds for medical research from Government sources and from private sources, by fiscal year, 1946-51 








Dollars 
(millions) 
$40 
Private funds 
a Government funds 33.1 33.0 
30 
20 
10.3 
10 





1946 1947 1948 1949 1950 195 


Source: National Research Council 
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Of the funds distributed by government to support research 
in 1946-51 nearly 15 percent was for cancer investigations, 
17 percent was for research on infectious diseases, nearly 11 
percent was for studies of the cardiovascular system, and 10 
percent was for general medical problems. Metabolism and 
nutrition and mental health were the only two other fields 
that received 5 percent or more of the total research funds 
from government sources. 

Cancer research received 27 percent of the funds from pri- 
vate sources, infectious diseases received 18 percent, metabo- 
lism and nutrition had nearly 7 percent, and cardiovascular 
research had 5 percent. Research not classifiable in any 
specific category received nearly 20 percent of the research 
funds from private sources as contrasted with only 4 percent 
of the funds distributed by government. 


RESEARCH 
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Table 4.4.—Percentage distribution of research funds from Government and private sources, by subject category, 1946-51 












































Subject category 1 Percent 

BenrCciee at =. 2. peeve e et nee OY a hse | 19. 54 
PeOverhinentm@ce wet eee es ee ee 14.°75 
Privates... peed qh de Dee ot et cia A} playa 

PEN IOISE OISCASCS _, Sian erm “To ietty Moe et Ps 17.68 
Sea ETGTUTTVES 0) el ene a Oe LEE 3 Se ee “V7 23 
LESS. 2 EE es ey 2 ee a 18. 41 
marnicvencular System. £3s2. 220s... 2-2-2 8. 76 
SERV CEINEVICTLL eee eeeeh pe ee ts PN hie) | ee “10. 90 
(EEG. np Bee ae ee eee 5. ot 
General Medical Problems_________________>_._-_ 7 34 
LDQ ZLA RY COVE) ONS ses UES rary 10. 04 
TEIQMOHG) ss el ec 3. 04 

Me moos and Nutrition... 2-2 __.2___..2222_ 5. 69 
UM US UiST ROPES CR Es © UT eR eae ee Pee ener 5. 07 
DPIC LTEL ee arene 6. 67 
Srememeaithe se 4, 29 
CATS SRT IS: «ee SES eee 2 5. 38 

ei ae ee eee tl VE Be Ee ae 2.55 
“NOFERG, SHUG IN@T ee a Ey epee ieee 3..53 
DP ORTENICTS eee ee en ee Bayi 
rh me tae ee Se ETN YS ee 3. 46 
Speen eres ee es ee ee es ee 3. 29 
MOMeMImertee st wee | wee) eee 3. 69 
Ry Ce eee te Sk, NR etek 2. 64 
Seenniniee stent og. 6020. fl Oe 2. 85 
POMERTINGIN serene ate se ee ee oa a 15 
eras co mea 2 ees 2 kN 2. 39 
rit nna ee 2 Oe ee 2. 62 
RRVELMIVCL beer eee ee se ne 3. 96 
Leg Lye ee rr ae ieee .47 
| Musculoskeletal System____-_-_---------------- 2. 42 
. PHIMETUINECH Gee eee ee oe oe see 2. 94 
, LRU De os oe ee eee a, a oo eee 1. 50 
SIIMIECIE SQOI oo oe ee eee 2. 26 
CETIMH EIT te Be es a ek oe eee eee 2a 

; Teravntore meets 3S pbs. Seater a ers Bee ae 1. 47 
















































































Subject category Percent 
Problems of ChildrentUUls. . . ORT 8 2. 04 
CHOVETOINCH Toe eee te eo ee ee 1. 60 
Privates: deh aie eft 1 eth bem eee 2512, 
Digestive Systema i oxee? Sits. oj acces 1. 43 
Government: 222 Ges Ve eT see 2. 29 
PPT VG ee ee eee a er Sw een eee oe . 05 
Ehumam Resources == S22. ee feo os 22s eee ib, PBS 
Governments..37 1742 hAcims B= 225 179 
Privates] 22 ae ae ogee eee sla sae a ee satis 
Sensory, Organsse oan eos eee ee eee 1, 06 
Government 16 eee eee eee Lyon 
Privates = ook ce = ea bree 8 a 9 rn See 1o0 
Wrocenttal Systenie-s-- cee Sse a ee eee . 88 
(RO VETUTO GT tte ee oe eee ee Tet 
Prive Gee Ee ee AEE, Gey ae ee rene . 50 
Aging 228 Sees ae tees as Soaks epee en ee eee . 83 
Government. -s.4.-2 2. See os ee 91 
Private nme ete 8 3 ees See stl 
Dental Problems. 22. or as foe ees See . 81 
Government +. 2.225 32-5 See en ees Line Wei 
Privatemees..35-2 4050 4 lets eee 123 
Respiratory: System. 22.2<2.2.5525 Sess . 56 
Government3.27 S265 eee ee . 79 
Privatement «ica sce seas Se .19 
Thtegumentary Systeni..... sess ss eee . 49 
Governmentss.4 2 oe ee re ee uTT 
Iprivatec@eet ..30. 34 se. . es . 04 
Octupational Diseases 2.52. - ee ss oe ee .19 
Governmmentis.5) hea vendita tlle ae . 26 
Privates eats Seren Santten DS ccf adegeush Se . 07 
Otherse ee Ae ee eee ees ree ee ee eee 10. 21 
GOVeInMent asset ar ee ee Ue ae 4, 34 
Private sss oe See et a ee. ee ee LOG 
1See Note Table 4.3. 
Source: Stella Leche Deignan and Esther Miller. The 


Support of Research in Medical and Allied Fields for the 
Period 1946 Through 1951. Science, vol. 115, No. 2987 
(Washington, D. C., Mar. 28, 1952). 
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Seventy-five percent of the research funds distributed in 
1946-51 has been received by investigators in 11 jurisdic- 
tions. Among them New York heads the list with 20 percent 
of the total research funds granted in the period. Massachu- 
setts, the next in order, had nearly 10 percent of the total. 


Table 4.5.—Percentage distribution of 75 percent of total research funds from Government and private sources, by State 












































1946-51 
Percent 
State my aa ae RAK CRASS PGRN Geman yi apte” 
1946-51| 1946 1947 1948 1949 1950 1951 

OCALA oo. Bete ae ee Dee eee eee 75. 46 75. 24 77. 10 77. 30 72. 74 74. 08 74. 76 
Naw York. :- ....< 2): tetera a 2 ee ee 20. 24 26. 50 20.76 | 22.10 20. 23 19. 29 19. 02 
IMSSEACHUSCUUA onl eee eee oe eee eee 9. 85 7. 62 | 9. 38 9. 31 9. 12 10. 27 10. 90 
Pepnsylvania.._.... -oee 6 2 es Sa ae 7. 97 6. 12 8. 26 7. 34 9. 84 7. 12 7.47 
CAIRNS ts. Sc ae eee ee ee ee a, Ae 7. 79 5. 06 4, 25 8. 30 7. 94 8. 28 8. 22 
Tiinois. a) 2222.3 eee Ae 2 eee eo 9. 03 10. 93 7. 93 5. 62 8. 50 %. 23 
That. of Columbia: fe Soe aes ee ee 5. 08 4, 37 5. 05 4, 71 4, 65 4, 71 3. 20 
CTL a 7s ae ipl Sa Seis, of pl idle es coche 4 Yn 4, 23 3. 59 3. 82 5. 61 3. 85 4.13 4, 02 
ONO a. he a win ab are 9 Se 3. 53 2. 85 4. 68 2. 89 3. 45 3. 76 3. 56 
VIRCIEGR TY os 2 ct Se) I eee cree) tee oe 3. 51 2. 64 4, 05 3. 28 2. 34 2. 94 5. 36 
Crrnecticut... -. ... os ee a 2. 87 3. 96 2. 86 2. 83 3. 14 2. 50 2. 89 
MINTCSOGR 3 oe ee 2. 78 3. 50 3. 06 3. 00 2. 56 2. 58 2. 89 
1See Note Table 4.3. Period 1946 Through 1951. Science, vol. 115, No. 2987, 


Source: Stella Leche Deignan and Esther Miller. The pp. 321-333 (Washington, D. C., Mar. 28, 1952). 
Support of Research in Medical and Allied Fields for the 
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In the six-year period, 1946 through 1951, a total of $135 
million was distributed in research grants by government and 
private organizations other than industrial. 

Of the 12,900 grants thus distributed, one-third went to 
research institutions in the Middle East section of the United 
States which received $51.5 million of the total grant funds— 
$30.2 million of the $83.1 million distributed by government 
and $21.3 million of the $51.9 million from private sources. 

The Southwest area got only 289 grants totaling $2.2 mil- 
lion, $1.5 million from government and about $770 thousand 
from private organizations. 
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Table 4.6.—Regional distribution of research grants from Government and private sources, 1946-51 







































































1946-51 1946-51 
Regions " | Regions a 
yYumb Numb 
of pecaeat | Amount partir d Amount 

Wrmibedotates.. 2 2 +. | 12, 923 $135, 044, 125 CON TEAL bee ae bot lied aan 2, 828 $29, 814, 308 

————————s 42.00 ee eS eee 

OOM Ouninia i a oe 7, 216 83, 110, 671 Government... _- 44. 1, 874 19, 284, 507 

LEG ORT Glo. a wate no: lal Oo tOn 51, 933, 454 BTIVAte oe eee eee 954 10, 529, 801 

New England_.....________- 1, °739°| ® {8 481080" | Northwest. =e 82) ote 434 4, 994, 685 

isovernment...........- 987 | 11, 534, 939 Government__-_-.-_..-- 280 3, 272, 947 

rhe me eS 162 6, 896, 091 Privates. (tee. Pei at 154 Ur Pale Wiays! 

ITC AMTUASh eo ok 4, 524 51, 478,455 4" BariWest ee. > ee eee 1, 080 12, 168, 976 

wo 2, 386 30, 159, 504 Government... oa asec 662 8, 034, 756 

Pu haptic ees 2, 138 21, 318, 951 Private soe = Se ee ee 418 4, 134, 220 

oo le a 1, 086 10, 393, 759 || Other countries..__________- 943 5, 537, 515 

Government____________ ie 721 7, 535, 341 Governmentss. = sea 122 1, 830, 155 

Lae ee SS ae oes 365 2, 858, 418 Private=4ib- 22-2 =seeeso 821 3, 707, 360 
MOUDUWESEL ooo te Lk 289 2, 225, 397 
Government_________--- 184 | 1, 458, 522 
Wee 105 766, 875 














1See Note Table 4.3. 
SouRCE: 


Stella Leche Deignan and Esther Miller. 


The Support of Research in Medical and Allied Fields 


for the Period 1946 Through 1951. 








Science, vol. 115. 


No. 2987, pp. 321-333 (Washington, D. C., Mar. 28, 1952). 


5. EDUCATION FOR HEALTH PERSONNEL 


Medical schools in the United States spent an estimated 
$110 million in the fiscal year 1951-52. Of this, $76.2 
million was for basic operating expenses: instruction, admin- 
istration, and other general expenses, operation and mainte- 
nance of physical plant, and libraries. The remaining $33.8 
million was for research, budgeted separately and financed 
primarily from funds received from such sources as Federal 
agencies, private foundations and associations, and industry. 
These expenses do not include the cost of separately organized 
postgraduate education and of hospitals and clinics. 

The income of these schools from tuition, fees, and special 
training grants was estimated to be $21.4 million. This does 
not include income from State appropriations, university 
transfers, endowment, or other sources. Grants from out- 
side agencies for specially budgeted research equalled the 
estimated expenditures of $33.8 million. 

There were 27,076 undergraduate medical students enrolled 
in the 79 schools—26,515 in the seventy-two 4-year schools 
and 561 in the seven 2-year schools of basic science. In 
addition, the medical schools were responsible for instruction 
of 55,437 other students enrolled for advanced degrees, taking 
continuation or refresher courses, or getting instruction in 
the basic medical sciences as part of their nursing, dental, 
pharmaceutical, or other training. 


Table 5.1.—Operating expenses, income, and number of students, all 4-year and basic science schools, 1951-52 




















Operating expenses 1—fiscal year 1951-52 ote Students—academic year 1951-652 
LOUGI 4%. dian Site benkhs £6. hie ance ate 110. 0 Undergraduate medical students_-_-_____________ 27,076 
Basso Onpenses . © “ogee ioe sue yet eee ge Le 76. 2 In 4-year medical schools_-___._..-.-------- 26, 515 
Separately budgeted research__________________- 33. 8 In basic science schools - - ---_------------- 561 
Separately organized postgraduate education_____ () Other students for whom medical schools were 
Hospitals and, clinicss2..22022 5 ee ee () Cont! Cie 2”) an a eae es: 55, 437 
Income!—fiscal year 1951-52 Nursing, dental, pharmacy, technical, and 
ie other nonmedical students______________- 29, 609 
Tuition and fees___-----~--------+------------- 16.3 Physicians enrolled in refresher or continu- 
Special teaching. grants-_.....:+..-_--------.--- 5. 1 SUIT ese es) Oe ede ae ee 15, 829 
Grants from outside agencies for research______-_-_- 33. 8 Interns and residents ___-__.--__-_-1--_-..- 5, 787 
State appropriations and university transfers_____ (2) a Sierras palaces publ degrees____ 1, 905 
Endowment incomes... se se eee (2) ea oe ed in formal basic science 978 
Other sourees.s=2: 322 2. ee ee ee (?) Pyiheres we ite Sg Jo. ea ee 1, 329 


1 Estimated. 


2 Data not available. 
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Source: Journal American Medical Association, vol. 
150, No. 2 (Chicago, Ill., Sept. 13, 1952). 
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Expenses of medical schools in 1952-53 are estimated to be 
$5.4 million higher than in 1951-52. The total of $115.4 
million represents $82.2 million for basic operating expense 
and $33.2 million for separately budgeted research. 

To meet these basic operating expenses the schools expect 
to receive $17.4 million from tuition and fees, and $38.2 mil- 
lion in grants, either as special teaching grants or from out- 
side agencies for research. Data on income from university 
transfers and State appropriations and from endowment 
interest and other sources are not available. 


Table 5.2.—Operating expenses and income of all 4-year and basic science schools, 1952-53 

















Operating expenses '|—fiscal year 1952-58 rine Income '\—fiscal year 1952-53 crue 

ToS. CE gc 8 BL LS hs Ee ee 115. 4 Tuition and tees ties hte Pes CAS 2 oe 17. 4 

Srepial teaching. ora 69sec ctti eel oe bee 5.0 

a Ras Ge ae 82. 2 Grants from outside agencies for research ___------ 33. 2 
Separately budgeted research ___---_------------ 33. 2 State appropriations and university transfers____-- (?) 
Separately organized postgraduate education... (?) EndOWMeRL COUN 2 an eas ie ee a (2) 
Seeaeraric: Clinics .<04. PIPL ise. LUT (?) Otherisdurces! . ARH DORIS fw (2) 

1 Estimated. Source: Journal American Medical Association, vol. 


2 Data not available. 150, No. 2 (Chicago, IIll., Sept. 18, 1952). 
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More detailed information on the costs of medical education 
is available for the fiscal year 1947-48. In that year the 
seventy-two 4-year medical schools spent $52.5 million for 
basic operations, $17.1 million for separately budgeted 
research, and $1.8 million for separately organized post- 
graduate education. During the academic year 1947-48, 
23,054 undergraduate medical students were enrolled in 
medical schools. In addition there were indeterminate num- 
bers of graduate and postgraduate students. 

The largest share of income to meet these basic operating 
expenses of the 4-year schools was derived from university 
transfers and State and city appropriations—$24.1 million; 
tuition and fees totalled $12 million; gifts and grants 
amounted to $6.9 million, endowment income afforded $6.7 
million, and miscellaneous income brought in $2.8 million. 

Nearly half the income to meet the expenditure of $17.1 
million for separately budgeted research came from Federal 
grants and contracts. 

The seven basic science schools have basic operating ex- 
penses of $1.0 million; their income was $0.8 million from 
State and city appropriations and university transfers and 
$0.2 million from tuition and fees. 

The deans of the 79 medical schools estimated that their 
schools needed an additional $40 million to meet annual basic 
operating expenses and $250 million for physical facilities 
and equipment. These estimates were based on the number 
of undergraduate, graduate, and post-graduate students re- 
ceiving instruction in medical schools in 1948-49 as well as 
on price and salary levels of that year. 

Fifty-five medical schools were planning an increase of 32 
percent over their freshman enrollment of 1948-49. Their 
deans’ estimates indicate that $18 million in operating funds 
and $244 million for construction would be necessary to effect 
that increase which is in addition to estimated needs for the 
enrollment of 1948-49. 
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Table 5.3.— Operating expenses, amount of unmet needs, sources of income, all 4-year and basic science schools, 1947-48 












































Educational operating expenses ae rash Sources of income ne Heke 
Meer TenY MENOOIG ek ee Lae Al 4-VearsChoolsat- 2002 2 Ot eee 71.4 
Se oe oe ra oe Leys Basic: into eas sb. ae pees eee ee 8 52.5 
Separately budgeted research___________________ 71 
Separately organized postgraduate education______ 1.8 State and city appropriations and university 
Sater tlc CMINaCSaeen Fo SL ee a (1) transfers. 5/4, 2282. 24 ale STL we be 24. 1 
All basic science schools—Basic expenses___ 1. 0 Tuition*dnd fees HIS F aioe 8s eee 12.0 
Gifts-and\ grants 2/4) aoa, Ss bo a 6. 9 
Unmet needs 2 ENGowmMmen WincoMess: = eee Se ee GHG 
Miscellaneousii +472 0.09.8. Sep Nie blo ie 2.8 
2 All 4-year schools: = 
Operating expenses - --._- cetcianariata taeataebeteh tate eicie 40. 0 Separately budgeted research --.-.-------------- ieee 
| Physical facilities and equipment---------------- 250. 0 
Federal grants and contracts__-------------- 8. 0 
Othersourcég? 42 2= ars Sey ee ee Ont 
Separately organized postgraduate education __ ___- IBS 
| All basic science'schools_.--..---.....=.-- 1.0 
| State-city appropriations and university transfers__ ats 
. ‘Laition! andefees. seen meee ee: eee es ee ee me 
Miscellaneous. 42 83 Geo. seer 3. ee es ee ae (3) 
! Data not complete. finances. Public Health Service Publication No. 54 
2 Based on data furnished by the deans of the schools. (Washingtin, D. C., 1951). 
3 Approximately $25,000. Donald G. Anderson and Anne Tipner, Medical 
ene. Education in the United States and Canada. 
Public Health Service. Financial Status and Needs of Journal of the american Medical Association, vol. 
Miesieal Schools. Pt. Ul of ort’ by ‘the sureeen 141, No. 1, pp. 27-89, and vol. 144, No. 2, pp. 
edical Schools. Fe On SEROLY AD: 8 109-181 (Chicago, Ill, Sept. 3, 1949, and Sept. 9, 


General’s committee on medical school grants and 1950). 


MEDICAL EDUCATION 


Comparable data for 1940-41 and 1947-48 for fifty-four 
4-year medical schools indicate a sharp rise in basic operating 
expenses from $20.9 million to $40.4 million. 

This 94 percent increase is a composite of a rise of 134 
percent for public schools and 75 percent for private schools. 
The increases in public schools greatly exceeded those in 
private schools for all items of basic operating expense. 
A 129 percent increase in expense for instruction in public 
schools was twice that of private schools (61 percent). 

In 1940-41, these fifty-four schools had 17,206 under- 
graduate students; 7 years later enrollment had risen to 
18,128. The enrollment of the public schools was 6,334 
in 1940-41 and 6,414 in 1947-48. For the private schools the 
corresponding totals were 10,872 and 11,714. 
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Table 5.4.—Basic operating expense by expense item and form of school control, fiscal years 1940—41 and 1947-48 


[54 4-year medical schools] 





Fiscal year and expense item 





1940-41 


Reena seeeee lt CAO ls Vitae Mae eee 
PmMamiptirabion and COneral. 23.0 2... ope beet ee 
mrmeerarron, mminvensnce. te ee es 
| LUVRN Lee. ea EN a alee | eee a Pe ep ee OM ey | ee 


SRC Ue ee A oe ee ate naa 2 He BES chee ee geet 
PRMEMinTiAOMEANC PONT Al... 2 2 eee eee 
Bane mperation, Maintenance: = 72 0... wala See I ee 
eth nnn ee S50 LL ee a eee 





Source: Public Health Service. Medical School Grants and Finances, pt. II, p. 


Service Publication No. 54 (Washington, D. C., 1951). 











Form of school control 


Total 


$20, 873, 254 


14, 987, 375 
2, 859, 595 
2, 466, 469 

559, 815 


40, 410, 035 


27, 114, 645 


6, 180, 886 
6, 038, 218 
1, 076, 286 


Public 


$6, 538, 305 


4, 387, 197 
988, 812 
980, 104 
182, 192 


15, 307, 449 


10, 061, 829 


2, 193, 287 
2, 649, 474 
402, 859 


76, table 14. 


Private 


$14, 334, 949 


10, 600, 178 
1, 870, 783 
1, 486, 365 

377, 623 


25, 102, 586 


17, 052, 816 


3, 987, 599 
3, 388, 744 
673, 427 


Public Health 
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Basic operating income on a comparable basis for fifty-four 
4-year medical schools shows the relative stability of endow- 
ment income and gifts and grants from 1940-41 to 1947-48. 

The main source of increased income to meet the higher 
basic operating expense has been university transfers, State 
and city appropriations, and miscellaneous sources, shown 
in this table as “other” income. This ‘other’? income has 
risen 360 percent, from $4.3 million to $19.8 million. 

Income from tuition and fees has also risen—from $7.2 
million to $9.8 million. The percentage increase in this source 
of income has been greater in public schools than in those 
under private auspices. 
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Table 5.5.—Basic operating income by source of income and form of school control, 1940—41 and 1947-48 


{54 4-year medical schools] 





Fiscal year and source of income 








1940-41 


OWES os Scr 


1947-48 


mmeronme, all sources... _.. 2 2. se ee. 


Tuition and fees_________-_- (G46 __... Aaa ee 
DO MiterneeOmle @_. * =. ee 
Der orriCmeLatireee a | __... Le  . 
Cre, a I 





1 Total income reported by the schools; includes both 
the amount of restricted funds expended and the unex- 
pended balances. 

2 Does not include unexpended balances of restricted 
funds. 
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Form of school control 
Total Public Private 

ERE qos $20, 873, 254 $6, 538, 305 $14, 334, 949 
A ote As Seed 4; 185, 258 1, 900, 731 5, 284, 527 
aaderongepagepagst 5, 005, 937 349, 241 4, 656, 696 
Sil dah abla 4, 397, 753 1, 049, 430 3, 348, 323 
ae en, (aE 4, 284, 306 3, 238, 903 1, 045, 403 











40, 410, 035 15, 307, 449 25, 102, 586 


eee 9, 765, 099 2, 667, 342 7, 097, 757 
j ee 5, 563, 784 206, 179 5, 357, 605 
1 5, 235, 053 981, 859 4, 253, 194 
oe Be 19, 846, 099 11, 452, 069 8, 394, 030 





Source: Public Health Service. Medical School Grants 
and Finances, pt. II, p. 76, table 15. Public Health Service 
Publication No. 54 (Washington, D. C., 1951). 
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Public medical schools derived 75 percent of their income 
for basic operations from State and city appropriations, 
university transfers, and miscellaneous sources in 1947-48 
as contrasted with 50 percent in 1940-41. 

Income from tuition and fees met 18 percent of their 
basic operating expense in 1947-48 as compared with 29 
percent in the earlier year. Gifts and grants and endowment 
income—the source of 21 percent of basic operating income 
in 1940—41—represented only 7 percent in 1947-48. 


Chart 5A.—Income for basic operations, by source of income, public medical schools, 1941 and 1948. 


Millions of Dollars 


Percentage Distribution 


1941 1948 





Gifts and Endowment State_ City, 
and Fees Grants Income University, Other 






Source: Public Health Service 
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Private medical schools have also greatly increased their 
reliance on university transfers, State appropriations, and 
related sources of income. These sources provided 34 
percent of the income for basic operations in 1947-48—a 
substantial increase over the 7 percent in 1940-41. 

Tuition and fees in the earlier year met 37 percent of basic 
operating expenses as compared with 28 percent in 1947-48. 

Endowment income, earlier a source of one-third of basic 
operating income, provided only one-fifth of that income in 
1947-48. 


Chart 5B.—Income for basic operations, by source of funds, private medical schools, 1941 and 1948. 
Millions of Dollars 
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Source: Public Health Service 
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Comparable data for sixty-three 4-year medical schools 
indicate an increase of 353 percent in their outlays for 
separately budgeted research between 1940-41 and 1947-48. 
For public schools the increase was from less than $0.9 
million to $4.3 million—a rise of 389 percent; for private 
schools as a group, expenses for separately budgeted research 
rose from $2.6 million to about $11.7 million—an increase 
of 341 percent. 

Funds for separately budgeted research are obtained 
through research grants and contracts awarded by Federal 
agencies and private organizations. 


{63 4-year medical schools] 





Table 5.6.—Increase in expense for research budgeted separately by form of school control, 1940-41 and 1947-48 








Expense for research budgeted separately 





Form of school control 
1940-41 1947-48 











[et ene ee a Ek TA $3, 520, 411 | $15, 951, 490 


Te OLR, ee ee me a: ae. 878, 758 4, 298, 412 
CLE EDS COR scene «ey nowy ore 2,641,653 | 11, 653, 078 





Percentage 
increase 


353 


389 
341 








Source: Public Health Service. Medical School Grants and Finances, pt. II, p. 43, table 21. 


Service Publication No. 54 (Washington, D. C., 1951). 
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The median annual charge for tuition and fees was $732 in 
the seventy-two 4-year medical schools in 1951. More than 
half the schools charged more than $700 and about one-third 
charged less than $500. 

These charges take no account of an extra charge assessed 
by 27 public schools for students who are not residents of the 
State in which the school is located. 


Chart 5C.—Annual tuition fees for resident students in 72 medical schools in the United States, 1951. 


Tuition Number of medical Schools 
$100-199 
200 - 299 
300-399 
400-499 
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Source: American Medical Association 
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DENTAL EDUCATION 


The 40 dental schools in the United States spent a total of 
$16.8 million in 1949-50. Nearly all this expenditure ($15.7 mil- 
lion) was for basic operating expenses—instruction, adminis- 
tration, and other general expenses, operation and mainte- 
nance of physical plant, and libraries. 

Expenses for separately budgeted research ($0.7 million) 
and separately organized postgraduate education ($0.4 mil- 
lion) represented relatively small outlays. 

About two-thirds of the income for basic operating expenses 
was derived in equal shares from two sources—(a) State- 
city appropriations and university transfers and (6) tuition 
and fees. Income from clinics met one-fourth of basic oper- 
ating expenses and the small remainder came from other 
funds—gifts and grants, endowment income, and miscella- 
neous sources. 

The $0.7 million spent for separately budgeted research 
represents $0.3 million in Federal grants and contracts and 
$0.4 million from other sources. 

The deans of the dental schools indicated the need for an 
additional $7 million a year to meet operating expenses 
and $50 million to improve and expand physical facilities 
and equipment. ‘These estimates refer to the enrollment of 
1949-50 (11,359 undergraduate dental students) and to price 
and salary levels of that year. 

In the same year the 18 schools of dental hygiene had basic 
operating expenses of $0.6 million met in equal proportions 
from (a) State appropriations and transfers from affliated 
institutions and (6) tuition and fees. 
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Table 5.7.—Operating expenses, unmet needs, sources of income, dental and 
dental hygiene schools, 1949-50 


Educational Operating Expenses 
































Millions 

of dollars 

All'4-year' schools _ 545 Ssee res PP MMAINE BE eit 16.8 

Basi¢ CXPenses 70 o.oo oe oe Se ee we oe 15. 7 

Separately budgeted research_____._____._-- itt 

Separately organized postgraduate education -- .4 

All dental hygiene schools: Basic expenses-------- .6 

Unmet Needs—4-year schools } 
Operating jexpénseswc.x9+ ase 4. te f eis elee Cio 7.0 
Physical facilities and equipment-----_---------- 50. 0 
Sources of income 

Aill-4-year schools: 20c=cisee- ere ee ee 16. 8 

‘Basic’ income... eee. ae iy. 
State-city appropriations and university 

translers 2 eo. eee ee ee ee 5. 4 

Tuitionfandfecs= ema. 2t Pape 5. 4 

Clini¢ InGOme oe one eos os ee ee 4.0 

Other sources. 34/4. 2227 sR: oe 9 

Separately budgeted research -_._.---------- stl 

Federal grants and contracts___--------- {8 

OthenisouncesTHeRet Best SEER UST Se 4 

Separately organized postgraduate education -- .4 

Ail dental hygiene schools. 26-02 ihe gecete. -eeae .6 





State appropriations and transfers from affii- 

ated institu hlonsss- = == == es = ee 
Tuition andfeess = a2 oe eee ee 
Miscellaneous.? 


wo 


1 Based oa data furnished by the deans of the schools. 
2 Approximately $18,000. 


Source: Public Health Service. Financial Status and 
Needs of Dental Schools. Public Health Service Publica- 
tion No. 200 (Washington, D. C., 1952). 
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The nine schools of public health in operation in 1949-50 
spent $4.5 million—$3.0 million for basic operating expenses 
and $1.5 million for separately budgeted research. Basic 
operating expenses represent outlays for instruction, admin- 
istration, and other general expenses, operation and main- 
tenance of physical plant, and libraries. 

Nearly half ($1.2 million) of the income for basic operating 
expenses came from State appropriations and university 
transfers. Tuition and fees provided only $0.4 million, 
gifts and grants furnished twice that amount, and endowment 
income provided $0.6 million. 

Federal grants and contracts furnished $0.8 million of the 
$1.5 million expended for separately budgeted research; 
income from all other sources for this item totaled $0.7 
million. 

The deans of the schools estimate that an additional $3 
million was needed annually for basic operating expenses and 
$10 million was required to improve and expand facilities 
and equipment. At that time the nine schools had 678 
graduate students, 395 undergraduate students, and 166 
special students. 

These estimates of additional funds needed were based on 
that enrollment. To carry forward plans for a 90 percent 
increase in enrollment of graduate students, the deans indi- 
cated that the schools would require $1.3 million more for 
basic operations and $4.4 million for construction over 
and above the additional sums needed for the 1949-50 
enrollment. 
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Table 5.8.—Cost of public health education, 1949-50 





Educational Operating Expenses Millions 

of dollars 

All schools of public health__.-_________- oie Das a 5 

SIE eS ea eo ot kk Sein 3. 0 

Separately budgeted research ______-______- 1.5 
Stctement of Unmet Needs Based on Date Ks 

Furnished by Deans 
Piperapne expensese _ == =-- si. 2-------as2e ox Sk 3. 0 
Physical facilities and equipment-_--__-___-__. _- 10. 0 





Source: Public Health Service. 
1952.) 


Study of Schools of Public Health, 1950. Unpublished. 





Sources of Income Millions 
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Al schoolstof public-health ween eee ee 4.5 
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Separately budgeted research___-___-_____-- nD 
Federal grants and contracts -------_-- .8 
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(Washington, D. C., 
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In 1949, the Committee for the Improvement of Nursing 
Services made a survey of nursing schools, which resulted in 
Group I schools 
were those which most nearly approached professional stand- 
ards. About a quarter of all schools were in Group I, a half in 
Group II, and a quarter—the poorest schools—in Group III. 

The study showed that the cost per student was higher in 
the good schools, but that in schools of a given quality group, 
the cost per student decreased as the size of school increased. 


a classification into Groups I, II, and III. 


Table 5.9.—Average cost of instructing students by size of school, 1949 


[Cost per student] 

















Number of students 








Group f 
50 100 150. | =200 

Group I: 
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Hospital... Kia ol ee eet vane, LD 540 360 300 270 
Group I. 2... ee i ee TE SI Ge Ter 310 220 190 175 
Group LI... ee ee OES, oe OE TI ae a 180 A a = ee Ae Ee 
Source: Margaret West and Christy Hawkins. Nurs- Committee for the Improvement of Nursing Services 


ing Schools at the Mid-Century, p. 49, table 28. National (New York City, N. Y., 1950). 
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Hospital funds represent the major income in most nursing 


schools. 


In all the schools, tuition and fees amounted to a 


quarter of the total, while payments by hospitals made up 


two-thirds. 


Hospital funds made up about three-quarters 


of the income of hospital schools, but only three-tenths of 


that of collegiate schools. 


Private collegiate schools secured 45 percent of their in- 
come from tuition and fees, in contrast to the 13 percent 
from this source reported by the State universities. 


Table 5.10.—Percentage distribution of sources of income of schools of nursing, 1949 








Source of income 
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1 Less than 0.5 percent. 


Source: Margaret West and Christy Hawkins. Nurs- 
ing Schools at the Mid-Century, p. 50, table 29. National 
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Committee for the Improvement of Nursing Services 
(New York City, N. Y. 1950). 


242 


NURSING EDUCATION 


The student nurse pays part of the cost of her nursing 
education in services to hospitals; part in tuition and fees, 
and part in payment for books and uniforms. In most of 
the degree programs, and in a few of the diploma pro- 
grams, the student makes cash payment for part or all of her 
maintenance. 

The total dollar cost to the student for the three-year 
program leading to a diploma ranges from no charge (in 49 
schools) to more than $1,000 (in three schools). The usual 
total charge in the diploma program of a Group I school is 
about $350; in Group II, it is $250; in Group III, $150. 

The cost of a degree program is much higher than a diploma 
program because of the added length of the course and the 
added maintenance cost during the non-clinical years. 
These costs range from less than $600 to more than $4,000, 
with a median of $1,800. 
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Table 5.11.—Total cost of nursing education to the student, including tuition, maintenance, books, and uniforms, 1949 
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Committee for the Improvement of Nursing Services (New 


Source: Margaret West and Christy Hawkins. Nurs- 
York City, N. Y. 1950). 


ing Schools at the Mid-Century, p. 50, table 30. National 


6. INCOMES OF PERSONNEL 


Physicians in private practice, including both general 
practitioners and specialists, generally have higher incomes 


than physicians in other types of practice. 


The average 


net income of all physicians in independent practice in 1949 
was $11,309; the highest salaried group earned an average 
net income of $9,325. The lowest salaried groups worked 
for the State and local governments and earned an average 


net income of only $6,215. 


Table 6.1.—Average net income of physicians by type of practice, 1949 














: Number in| Average 
Type of practice sample! | net income 
Totals.) Bare este ees 41, 745 $10, 561 
Private: practice 2 sees. =. - 2 see 33, 528 11, 309 
Salaried industrial service_____-__- 625 8, 456 
Salaried non-Federal hospitals -_ __-_ 1, 750 9, 212 
Salaried Federal civilian hospitals_ 1, 048 7, 546 











1 Excludes interns, residents, fellows, medical school 
faculty members, and members of the Armed Forces. 


Source: Office of Defense Mobilization. Unpublished 
data compiled by Health Resources Advisory Committee 
from questionnaires from joint Department of Commerce- 
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Type of practice Number in| Average 


sample 1 |net income 
Salaried nonprofit organization - - - 442 9, 325 
Salaried local government-------- 922 6, 215 
Salaried Federal civilian agency __- 853 7, 060 
Other salaried physicians____----- 756 7, 594 
Unknown... eee ee eee 1, 821 7, 344 





American Medical Association Survey of the Medical Pro- 
fession (Washington, D. C., 1951). For explanatory detail 
see: William Weinfeld, Income of Physicians, 1929-49. 
Survey of Current Business, vol. 31, pp. 25-26. Depart- 
ment of Commerce (Washington, D. C., July 1951). 


INCOMES OF PERSONNEL 


Age is one of the most important factors accounting for 


income differentials among physicians. 


Since training of 


physicians lasts for so many years, physicians’ incomes are 
low until after age 35 and accelerate rapidly to a peak between 
ages 45 and 54. Average income at the peak earning years 
is 40 percent above the average incomes of physicians under 
35. Physicians age 65 and over have average net incomes 
below that for any other age group including those under 35. 
During 1949 the average net income of all physicians over 65 
was less than $5,400, or only a little more than half the average 
net income for physicians of all ages. 


Table 6.2.—Average net income earned by physicians, by age groups, 1949 
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Age group 
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1 Excludes interns, residents, fellows, medical school 
faculty members, and members of the Armed Forces. 


Source: Office of Defense Mobilization. Unpublished 
data compiled by Health Resources Advisory Committee 
from questionnaires from joint Department of Commerce- 
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Median 





$10, 561 











7, 786 
12, 429 
13, 487 
10, 979 

5, 367 
11, 968 


$8, 400 


6, 300 
10, 200 
10, 600 
7, 900 
3, 300 
8, 200 








American Medical Association Survey 


Profession (Washington, D 


C, 1951). 


of the Medical 
For explanatory 


detail see: William Weinfeld, Income of Physicians, 1929— 


49. Survey of Current Business, vol. 31, pp 


. 25-26. De- 


partment of Commerce (Washington, D. C., July 1951). 
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Average income for all general practitioners and specialists 
in private practice averaged $11,300 in 1949. Physicians in 
the far West had the highest income, 17 percent above the 
United States average, and physicians in the New England 
States had the lowest average income, 17 percent below the 
average for all physicians in private practice. For the 
United States, specialists’ income was about 50 percent higher 
than that of general practitioners and part specialists. The 
spread between full specialists and other physicians varied 
widely from region to region—in the Far West, where phy- 
sicians’ incomes were highest, average net income of specialists 
was only 25 percent above that of other physicians; in New 
England specialists’ income was 75 percent higher. 

Physicians’ incomes do not closely reflect variations in the 
per capita incomes of the population in the region. The 
Southeastern States, for example, ranked fifth in private 
physicians’ income and last in per capita income for the whole 
population; physicians in New England, which ranked fourth 
in per capita income, had the lowest average net income of 
all the regional groups. 
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Table 6.3.—Average net income of general practitioners and specialists in private practice, by region, 1949 





Region 


United States..._.._- 


Newer tneland=sss-———. 
CentralAtiantic.<.-22..-._ 
MUMKN NSE ose ok 
SOU he 
inastwenorth Centrala.s. .... . 
West North Central. _.____- 
Rocky Mountain... 
NTmNVicsu see = 55 tS 





General practitioners and 
full specialists 1 

















247 
General practitioners 2 Full specialists 
F Number : 

Mean | Median in sample Mean | Median 
$9, 294 | $7, 800 | 138, 886 |$14, 033 | $12, 000 
7, 025 6, 200 1,058 | 12, 352 10, 000 
7, 612 6, 500 4, 343 | 12, 789 10, 000 
9, 317 7, 400 1, 888 | 14, 808 12, 900 
11, 026 9, 300 860 | 14, 856 12, 200 
10, 109 8, 700 2,454 | 15, 381 12, 900 
10, 242 8, 600 1, 040 | 15, 268 13, 000 
9, 912 8, 700 294 | 18, 522 12, 000 
11, 819 | 10, 000 1,949 | 14, 840 12, 800 


Number ; Number 
in sample Mean | Median in sample 
33, 528 |$11, 309 | $9, 539 19, 642 
2, 419 9, 355 7, 862 1, 361 

9, 893 9, 884 8, 036 5, 550 
4,739 | 11, 504 9, 591 2, 851 

2, 163>|- 12,586" |-10) 4538 1, 308 

6, 385 | 12, 185 | 10, 314 3, 931 
3,078 | 11, 940 | 10, 087 2, 038 
802 | 11, 235 9, 910 508 
4,049 | 13,276 | 11, 348 2, 100 


























1 Includes salaried physicians in private practice; i. e., 


those working for independent physicians. 


2 Includes part specialists. 


Source: Office of Defense 


Mobilization. 


Unpub- 


lished data compiled by Health Resources Advisory Com- 
mittee from questionnaires from joint Department of Com- 


merce-American Medical Association Survey of the Med- 


ical Profession (Washington, D. C., 1951). 
tory detail see: William Weinfeld. 
Survey of Current Business, vol. 31, pp. 25-26. 


1929-49. 


For explana- 
Income of Physicians, 


Department of Commerce (Washington, D. C., July 1951) 
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In 1949, the highest net incomes were earned by physicians 
in the specialties of neurological surgery, orthopedic surgery 
and roentgenology-radiology. In general, the highest in- 
comes among full specialists were earned in those specialties 
having relatively few members. The average net income of 
neurologic surgeons was more than twice that of anesthetists, 


internists, and pediatricians. 


Table 6.4.—Average net income of general practitioners and specialists in private practice with major source of income 
from independent and salaried practice, by specialty, 1949 











Average net income 





anerialty Number 
ere LP in sample ! 
Mean Median 

ToOtAlst 4% —- peeks ke i eo oils poe ee ese 5 ere ee 33,528 | $11, 309 $9, 539 
General practice 2.2 ase e- soe Ge ee eee ee ees sep ee ee ee 19, 642 9, 294 7, 800 
Allerry 220.0 oe bata Re oe oe ea dete ee oc ee nde Sik eee erate es eee re 110 13, 354 12, 000 
Anesthesia= sas =< ccs ree i ee i le ee Uae re fe ieee eee 274 11, 984 11, 500 
Derinatology and :syphilologys 2. leaissli-vessedel-dideu---- 24. 1- et seepe teasers 480 13, 411 10, 200 
Gyriecologyiand obstetrics )- 2velgswes We dota ae. Lied 2 eet Sc eae 1, 471 15, 996 13, 000 
Intérnaldnedicinesie£ cba Rie pW ong) eet ee ee ce ee ee 2, 465 11, 915 10, 100 
Neurodlogical@urgeryeteo. 2) eso we ite (OB ONO. 8 a eee cee 105 23, 937 20, 700 
Neurolory. and pay chiatry si4)n esis ud 3 te ews ened 22 2 eee 826 14, 207 12, 100 
Opthalmology and otolaryngology: ....-. ==) eee - a ewer eee eee ee 2, 265 12, 972 10, 800 
Orthopedic surgery. 3S920cS 2 ee ae okt as Fe Bees ee ee eee ee 495 17, 490 14, 000 
Pathology *22 42004 See hw oe eee eee ee ee ee oo be eee = 97 16, 231 16, 000 
Pediatrics....-.._..-. le ed sete es ae ee eh ee wee ee ee ee 1, 308 11, 480 10, 000 
Roentgenolowy-radiology= i. .<. 23S sees oe eee ee ee es 521 17, 337 14, 700 
Burgery §.. 2:1... iucbae to 2s ee ee eee ee On eee el ese eee eee 2, 097 16, 400 13, 500 
Urology 2. 2 a Se See Se ee ee i Se et ee ee ae 544 15, 266 12, 000 
Other * uc ot le ee ee a een Oe ale See SES ote ande heaters 376 9, 863 8, 100 
Multiples, 2 vee oes oo Ween hc eae ee ee ee eee ee i Serene chee ee 452 14, 670 13, 000 

1 Includes salaried physicians in private practice; Le., ventive medicine, industrial practice and unknown. 

those working for independent physicians. Source: Office of Defense Mobilization. Unpublished 


2 Includes part specialists. 

3Includes internal medicine, gastroenterology, and 
tuberculosis and cardiology. 

4 Includes clinical pathology and pathology. 


5 Includes surgery, plastic surgery, thoracic surgery and Aatall seas Ee William Weinfeld 


proctology. ! as : 1929-49 ? 
®Includes physical medicine, public health and pre- DSRaACuL of Cotnmeres ( Warhineten ae te ve 106i)1 


data compiled by Health Resources Advisory Committee 
from questionnaires from joint Department of Commerce- 
American Medical Association Survey of the Medical 


Profession (Washington, D. C., 1951). For explanatory 


Income of Physicians, 


eel 
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The size of the community in which physicians practice is 
directly related to the size of their net earnings. Physicians 
in very small communities and those in cities of over a million 
have significantly lower average net incomes than physicians 
in cities of under one million. 
population of between 250,000 and 500,000 had the highest 
incomes, while among general practitioners the highest 
incomes were earned in cities of 10,000 to 25,000. 


Specialists in cities with a 


Table 6.5.—Average net income of general practitioners and specialists in private practice, by size of community, 1949 











Size of community 





10,000—24,999________1.__--_- 2. 
Bey00 10,909 0F. 22 
riers, peOL Tl ke 8 
109,000-249'999)- sy 
250,000—499,999__._--____-_-2_- 
500,000—999,999________-__----- 
1,000,000 and over------------- 
WintkeHOwie ee. 82 2 VURATEM NT 2 





General practitioners and 


full specialists 1 





Average net 
Total income 
sample 

Mean | Median 
33, 528 |$11, 309 | $9, 539 
3, 491 7, 769 6, 625 
4,113 | 10, 977 9, 649 
3, 384 | 11, 637 | 10, 237 
2,975 | 12,478 | 10, 515 
2,945 | 12,500 | 10, 314 
3, 621 | 12,483 | 10, 190 
2, 869 | 13, 230 | 11, 104 
3, 540 | 12, 503 | 10, 008 
Grolier, lel 8, 058 
273 8, 507 6, 738 








1 Includes salaried physicians in private practice; i. e., 
those working for independent physicians. 


2 Includes part specialists. 


Source: Office of Defense Mobilization. 


Unpublished 


data compiled by Health Resources Advisory Committee 
from questionnaires from joint Department of Commerce- 


234763—53——-18 


General practitioners 2 Full specialists 





Average net Average net 





Total income Total income 
sample sample 

Mean | Median Mean Median 
19, 642 | $9, 294 | $7, 800 | 13, 886 |$14, 033 | $12, 000 
3, 394 7, 680 6, 600 97 | 10, 894 7, 500 
3, 612 | 10, 767 9, 600 501 | 12, 4938 10, 000 
2,295 | 10, 928 9, 400 1,089 | 18, 131 12, 000 
1,516 | 10, 466 8, 900 1,459 | 14, 568 12, 200 
1, 396 | 10, 037 8, 000 1,549 | 14, 720 12, 400 
1, 560 9, 377 7, 800 2,061 | 14, 747 12, 000 
Tata, |p LOntog 8, 500 1, 698 | 15, 382 12, 900 
1, 410 8, 992 7, 000 2,130 | 14, 828 12, 000 
3, 067 7, 306 6, 000 3, 250 | 12, 758 10, 000 
22 7, 143 5, 500 52 | 14, 305 12, 000 


American Medical Association Survey of the Medical 
Profession (Washington, D. C. 1951). For explanatory 
detail see: William Weinfeld. Income of Physicians, 
1929-49. Survey of Current Business, vol. 31, pp. 25-26. 
Department of Commerce (Washington, D. C., July 1951). 
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The following table and chart show the trend in physicians’ 
and dentists’ net incomes since 1929 compared with the trend 
in incomes for lawyers and for all wage and salary earners and 
self-employed persons in the United States. These income 
data for physicians in 1949 differ from those in the preceding 
tables because, in this table, a smaller sample was used and 
because physicians were classified by type of practice rather 
than by salaried or non-salaried practice. 

Since 1936 the net income of all earners has almost trebled. 
Physicians’ net income has increased 187 percent and den- 
tists’ net income by 180 percent compared with a 112 percent 
increase for lawyers and a 197 percent increase for all groups 
of earners. In 1951 physicians’ net income greatly exceeded 
that of dentists and lawyers and was three and one-half times 
the incomes of those in all occupations or business. The 
relative position of physicians to other occupational groups 
has remained roughly the same except with respect to lawyers 
whose average net income exceeded that of physicians up 
until World War II but whose average net income is now only 
two-thirds as great as physicians’ net incomes. 

Data on non-salaried earners are available for all years 
since 1929 and permit a comparison of income trends during 
the depression years. During the depression, incomes of the 
three professional groups shown fell less than the incomes of 
other non-salaried persons. The demand for legal services 
apparently remained at a high level, with lawyers’ incomes 
falling only 30 percent between 1929 and 1933 compared 
with a drop of nearly 50 percent in the incomes of non- 
salaried physicians and dentists. 
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Table 6.6.—Average net incomes of physicians, dentists, and lawyers compared with those of all earners, 1929-51 








Year All All All 
earners! /physicians?} dentists 
rete. LS, $1, 403 (4) (4) 
a 1, 300 (4) 3} 
LL 2 Skee 1, 159 (4) (4) 
ae 947 (4) (4) 
I re 904 (4) (4) 
a 980 (4) (4) 
UL ee 1, 099 (4) (4) 
rr 1, 141 $4, 365 $2, 769 
iowa... S90) 1, 250 4, 438 2,914 
30 lee ---- 1 1, 195 4, 252 (4) 
LE a 1, 236 4, 398 (4) 
A a 1, 294 4, 575 | (4) 
Jo 1, 490 alee 3, 773 
REL 1, 829 i) (4) 
EE 2, 100 (4) (4) 
fia | a a 2, 266 (4) 6, 603 
Sees eee 2, 370 10, 242 6, 871 
oe. 2, 559 9, 493 6, 316 
1 2,719 10, 112 6, 571 
a 2, 969 10, 634 6, 912 
3S, . a 2,925 | 511,058 7, 037 
OL 3, 105 11, 538 7, 293 
Ray SR EO 3, 384 12, 518 7, 743 





























All Nonfarm | Nonsal- Nonsal- Nonsal- 
lawyers 3 self- aried aried aried 
employed | physicians| dentists lawyers 

(4) $1, 713 $5, 224 $4, 267 $5, 534 
(4) 1, 460 4, 870 4, 020 5, 194 
(4) 1,118 4,178 3, 422 5, 090 
(*) 687 3, 178 2, 479 4, 156 
(4) 636 2, 948 2, 188 3, 868 
(4) 922 3, 382 2, 391 4, 218 
(4) 1, 065 3, 695 2, 485 4, 272 
$4, 411 1, 269 4, 204 2, 726 4, 394 
4,511 1, 362 4, 285 2, 883 4, 483 
(4) 1, 293 4, 093 2, 870 4, 273 
4,417 1, 364 4, 229 3, 096 4, 391 
(4) 1, 535 4, 441 3, 314 4, 507 
4, 832 1, 936 5, 047 3, 782 4, 794 
(4) 2, 609 6, 735 4, 625 5, 527 
6, 064 3, 392 8, 370 5, 715 5, 945 
6, 605 3, 854 9, 802 6, 649 6, 504 
6, 914 3, 885 10, 975 6, 922 6, 861 
6, 9385 3, 752 10, 202 6, 381 6, 951 
7, 5382 3, 345 10, 726 6, 610 7, 437 
8, 315 3, 619 11, 327 7, 039 8, 121 
8, 577 3,549 | 511, 744 7, 146 8, 083 
9, 072 3, 828 12, 324 7, 436 8, 540 
9, 375 4, 182 13, 482 7, 820 8, 730 














1 “All earners” includes all individuals in the United 
States who work for pay or profit. 

2For the years 1936-41 the data include only those 
physicians in the ‘‘medical service’’ classification—which is 
confined to physicians engaged in independent practice 
(either alone or as members of a partnership) and to 
physicians employed by such independent practitioners. 
Physicians employed by hospitals (including interns and 
residents) schools, private firms, and Government units 
are excluded. Since 1945 the data include all civilian 
physicians (except interns and residents) without regard 
to the source of their income. Comparable data for the 
earlier years are not available; however, in 1949 the mean 
net income of physicians in the “medical service industry”’ 
was $11,612, as against $11,058 for all physicians. 

3 For the years 1936-41 the data include only those 
lawyers in the ‘‘legal service industry’”’—which is confined 
to independent practitioners and the lawyers they 
employed. Since 1943 all lawyers are included. Com- 


parable data for the earlier years are not available; how- 
ever, in 1949 the mean net income of lawyers in the “‘legal 
service industry” wes $7,341, as against $8,577 for all 
lawyers. 

4 No data available. 

5 Differs from income in preceding tables; data in this 
table are based on total tabulated returns of 29,878 com- 
Sere with tabulated returns of 41,745 in tables 6.1 through 
6.5. 


Sources: Department of Commerce, 1951 National 
Income Supplement to the Survey of Current Business, 
pp. 150, 180, 181, 186, 187, 188, 189 (Washington, D. C.). 

Department of Commerce. Survey of Current Business, 
vol. 32, No. 7, pp. 12, 18, 22, 23 (Washington, D. C., July 
1952). 

William Weinfeld. Income of Physicians, 1929-49. Sur- 
vey of Current Business, vol. 31, No. 7, pp. 9-26 (Wash- 
ington, D. C., July 1951). 
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Chart 6A.—Average net income of nonsalaried physicians, dentists and lawyers compared with that of all nonfarm 


Mean net income 
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Source: Department of Commerce 


self-employed, 1929-51. 


Nonsalaried physicians 
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About 90 percent of all dentists receive all of their pro- 
fessional income from non-salaried practice. The average net 
income of these non-salaried dentists has increased 83 percent 
since 1929 and nearly 10 percent during the two years, 1949 to 


1951. 


Dentists whose major source of income was from 


independent practice and who received some salaried income 
have a higher average net income than do dentists who 
receive no salaried income. Dentists whose principal source of 
income is from salaried practice, however, have lower incomes 
than dentists whose principal income is from independent 


private practice. 


Table 6.7.—Average net income of dentists by form of practice, selected years, 1929-51 





Form of practice 


Average net income ! 





1929 1940 1949 1950 1951 





PAVIERE RETIRES oO re i ee eee ee 


BimemianiemmGenticts:.....-- 7.5 3. ake oo oe eee 
Miajonnndependent dentists #22 2))_ 2 2 PL ee 











1 Net income refers to salaried income from professional 
work plus net income from independent professional prac- 
tice. All nonprofessional income is excluded and all in- 
come is before payment of taxes. 

2 Not available. 

3 Dentists whose sole source of income was from non- 
salaried practice; included in the groups called major inde- 
pendent. Nonsalaried dentists have accounted for be- 
tween 89 and 94 percent of all dentists since 1929. 





() () 
$4, 267 $3, 314 
(?) () 


$7, 293 


7, 436 
7, 468 


$7, 743 


7, 820 
7, 856 


$7, 037 


7, 146 
7, 168 




















4 Dentists whose sole or major source of income was from 
nonsalaried practice but who received some salary income. 


Sourcsrs: Income of Physicians, Dentists and Lawyers, 
1949-51. Survey of Current Business, July 1952, vol. 32, 
No. 7, pp. 6-7 (Washington, D. C.). 

William Weinfeld. Income of Dentists, 1929-48. Sur- 
vey of Current Business, January 1950, vol. 30, No. 1, p. 
8 (Washington, D. C.). 
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Dentists reach their peak earning years, 40-44, earlier than 


do physicians. 


After age 55, average net earnings drop 


rapidly and dentists 65 and over earn only 35 percent as 
much as dentists between the ages of 40 and 45. 


Table 6.8.—Average net income of dentists in independent private practice, by age groups, 1948 











Percentage » 
Age distribution nh es 
of dentists 
All ages Stee eee ee 100. 0 $7, 047 
Underisosyears 22 28. 4 6, 076 
BOO Oey CALS. 2 6 ee eee eed 9, 032 
mO=GS Vears.ces to. = esse 1 9, 308 











1 Average net income of dentists whose major source 
of income was from private practice; includes net income 
from independent professional practice and any salaried 


income. 


All nonprofessional income is excluded and all 
income is before payment of income taxes. 








Age 


45-49 years 
50-54 years 
55-59 years 
60-64 yearss: 252. eee See | 
Ch andwover.. sane eee 





Percentage 
distribution np rs 
of dentists ache is 
10. 6 8, 623 
veil il 8, 307 
9.1 7,144 
5. 6 5, 058 
TAS 3, 206 








Source: William Weinfeld. 


Income of Dentists, 1929- 


1948. Survey of Current Business, vol. 30, No. 1, p. 15 
(Washington, D. C., January 1950). 
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Dentists in cities of 50,000 to 250,000 received net incomes 
of over $8,400, a higher income than dentists in any other 
size community. 
percent of all dentists practice, the average net income was 
less than $6,100. 


In cities of one million or more, where 21 


Table 6.9.—Average net income of dentists in independent private practice, by size of community, 1948 





Size of Community 











Percent of . 
dentists in Average ae 
sample 1 income 
100. 0 $7. 047 
320 5, 067 
6. 9 5, 696 
6. 3 6, 985 
145 6, 530 
id pave 7, 255 











1 Percent distribution of all dentists; dentists whose 
major source of income was from independent private 
practice represented 92 percent of all dentists in 1948. 

2 Net income refers to salaried income from professional 
work plus net income from independent professional 











Size of Community 


25,000—49,0002 220 be cele 
50;000-99'990 See 
100,000—249,999____________ 
250;000=499, 99982 Se 
500,000—999,999____________ 
1°000;000sorsnoresss - eee ee 


practice. 
is betore payment of taxes. 








Percent of Et as 
dentists in Average net 
pabiple } income ? 
8.6 8, 145 
7.2 8, 483 
9.3 8, 379 
9.2 7, 378 
8.8 7, 603 
20. 6 6, 064 


All nonprofessional is excluded and all income 


Source: William Weinfeld. Income of Dentists, 1929- 


1948. 


Survey of Current Business, vol. 30, No. 1, p. 14 


(Washington, D. C., January 1950). 
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The average monthly salary of the institutional staff nurse 
living outside the hospital was $205 in 1949 as compared to 
$172 in 1946. The average public health nurse earned $238 
monthly in 1949 whereas she earned $184 in 1946. Nurse 
educators’ salaries rose from an average of $207 to $256 in 
the three-year period. 

Both institutional staff nurses and public health nurses in 
the Pacific States received higher monthly salaries, on the 
average, than in any other section of the country. The 
average for institutional staff nurses in the Pacific States was 
$221 per month compared to a low of $183 in the New 
England and Southeastern States. For public health nurses 
the average was $282 in the Pacific States compared to a low 
of $211 and $215 per month in the New England and South- 
eastern States, respectively. 
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Table 6.10.— Average monthly earnings of professional registered nurses, September 1949 
Median monthly earnings ! 
o 
© See ied 2A 
: Oreos. ome Aa &0 es s D ey is R A 
Field and position 8 & Sal Seo ee rai @ g ae Dye g g r 
a? | oe) pees ee ee Le ie eee 
Z een = 9 oe Slee I elannas RB = a 
Institutional nurses living outside hos- 
pital quarters: 
CA Ee SS al 2,440 | $211 | $191 | $206 | $207 | $192 | $211 | $207 | $220 | $207 $226 
eaienirsesae teresa ot | 664 218 197 217 209 201 220 211 225 220 233 
General staff nurses______________|1, 203 205 183 198 200 183 204 202 207 203 221 
Public health: 
a 791 238 211 225 221 215 251 234 233 236 282 
i Ss ee 378 219 | 200 | 212 207 198 222.| 208 | 213 235 257 
frcicnciemereteee es FS 371 239 208 237 (4) (4) 245 (4) (4) (4) 248 
Do i Bie Sa ee ZA |) PADRE 192 198 | 200 192 208 | 201 203 203 227 
Nurse educators living outside hospital 
Sha SE ess EE a ae 112 | 256] (4) (*) (*) (4) (*) (*) (4) (*) (*) 
1 Actual cash salary. Arkansas, Louisiana, Oklahoma, Texas. Mountain— 
2 States included in each region are: New England— Arizona, Colorado, Idaho, Montana, New Mexico, Utah, 


Connecticut, Maine, Massachusetts, 
Rhode Island, and Vermont. 
Jersey, New York, Pennsylvania. 


New Hampshire, 
Middle Atlantic—New 
Border States—Dela- 


’ ware, District of Columbia, Kentucky, Maryland, Virginia, 
West Virginia. Southeast—Alabama, Florida, Georgia, 
Mississippi, North Carolina, South Carolina, Tennessee. 
Great Lakes—lIllinois, Indiana, Michigan, Minnesota, 
Ohio, Wisconsin. Middle West—Iowa, Kansas, Missouri, 
Nebraska, North Dakota, South Dakota. Southwest— 


Wyoming. Pacific—California, Nevada, Oregon, Wash- 
ington. 

3 Includes positions not shown separately. 

4 Insufficient number of replies to present an average. 


Source: American Journal of Nursing, vol. 50, No. 6. 
Salaries of Professional Registered Nurses, p. 330 (New 
York City, N. Y., June 1950). 
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Salary increases were reported for all groups of public 
health workers employed by State health departments from 
1950 to 1951, the average percentage increase in median 
salaries being approximately 9 percent. 

From November 1947 to August 1951 the median salary 
of medical personnel has increased from $5,800 to $8,400 

Sanitation personnel 
The other four groups 
for which 1947 data are available had salary raises between 


(lower level of range), or 45 percent. 
showed a 58 percent salary increase. 


20 and 35 percent. 
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Table 6.11.—Median salary range of State public health workers by occupational group, 1950-51 


Occupational group 





Medical personnel Seas = 2 ee eee 
SAMICArTY CNCMeCCTA==-- ee eee ee eee eee eee 
Sati ta blo PErSOMN CG! Meee eee eer eee een eee 
Professional laboratory personnel______-------- 
Supervisory and consultant public health nurses 
INALGEIGLO TTS 6S Soren ee ee ee ee 
Heaithredttcatorsa. eee 22 eee = eee ee 
Statisticianss:. . s22eee 4 oe 6 aeNee eee As 
Business management officers_--.__.__._.-------- 











Median salary range 


August 1950 


$7, 600-$7, 799 
4, 200— 4, 399 
3, 600— 3, 799 
3, 200— 3, 399 
3, 800— 3, 899 
3, 600— 3, 799 
3, 800— 3, 999 
3, 400— 3, 599 
5, 400— 5, 599 





August 1951 


$8, 400-$8, 599 
4, 800— 4, 999 
3, 800— 3, 999 
3, 400— 3, 599 
4,200— 4, 299 
3, 800— 3, 999 
4, 200— 4, 399 
3, 800— 3, 999 
5, 600— 5, 799 





1 Data not available. 


Source: Public Health Service. Salaries of State 3 ‘ 
Public Health Workers, August 1951. Prepared in tion (Washington, D. C., October 1951). 


Percentage change in lower lim- 
its of median salary inter- 


vals. 


1947- 
48 


ccer tt user 
MNINIIONI 





1949- 
50 


+6 
—5 








1950- 
51 


| 
| 


pu eee ge Fo 
eS ee Sort onkonn ao 


cooperation with the Association of State and Territorial 


Health Officers and the American Public Health Associa- 

















INCOMES OF PERSONNEL 259 
Salaries for public-health workers employed in local health 
units serving areas of from 50,000 to 250,000 population rose 
in 1952 over 1950 levels in all except one of the occupational 
classifications for which data are available. No change was 
reported between April 1950 and April 1952 for salaries of 
health educators. Increases since April 1950 in the lower 
limits of median salary intervals were $600 for local health 
officers and $800 for professional laboratory workers. 
Table 6.12.—Median salary range of local public health workers by occupational group, 1950-52 
Percentage change in lower 
Median salary range limits of median salary 
Occupational group ! intervals 
April 1950 April 1952 1948-49 | 1949-50 | 1950-52 
ocuimucalibjoficers 4) i fab) 2eIo Less __ Lae $7, 800-7, 999 $8, 400-8, 599 +11 +8 +8 
MbMVACNOIMCCIS cea oe po ee 4, 600—4, 799 5, 000—5, 199 +4 +15 +9 
Sanitarians (including other sanitation personnel) _ 3, 000-3, 199 3, 200-3, 399 +6 +7 +7 
EIN Seet oe oe ee eee (?) 3, 400-3, 599 (2) (?) (?) 
Other sanitation personnel________________- (?) 3, 200-3, 399 (2) (?) (?) 
Public-health physicians (exclusive of health offi- 

DURES. eee cen cee ks (2) 7, 000-7, 199 (2) (2) (2) 
ee Satie te a ee (?) 5, 600-5, 799 () 1} (?) 
DEERE De oe ce ce oe RRR SEA 2 4, 600-4, 799 (2) (2) (2) 
Professional laboratory workers......----------- 3, 000-3, 199 3, 800-3, 999 +14 — +27 
Pupervicineg, public health nurses. —-=.-..=..-..-- 3, 400-3, 499 4, 000-4, 099 +10 +3 +18 
Disteplpiicenesith nurses... -.-..-2.-.--.=.1- 2, 700-2, 799 3, 000-8, 099 +8 +4 +11 
I SEAgS © oo) a a eng Soe : 2, 800-2, 899 (?) (?) i?) 
Pe Pee MUGALOTS. <2 2.5.02 oes aoe 3, 600-3, 799 3, 600-3, 799 +18 +6 _ 








1 Data for full time local health units serving jurisdiction 


of 50,000 to 250,000 population. 
2 Data not available. 


Public-Health Workers. 
the Association of State and Territorial Health Officers 
and the National Organization for Public Health Nursing 
(Washington, D. C., June 1952). 


Sourcr: Public Health Service. 


Salaries of Local 
Prepared in cooperation with 


7. HOSPITAL SERVICES AND CONSTRUCTION 


General and special short-term non-Federal hospitals 
represent 74 percent of all hospitals; mental and allied, 8 
percent; and long-term and tuberculosis hospitals each about 
6 percent. With respect to beds, however, 43 percent are 
in mental hospitals while 34 percent are in the general and 
special short-term hospitals. 

In 1951, the assets of all hospitais amounted to more than 
$8 billion or about $54 for each man, woman, and child in the 
country. Of this investment in hospital facilities, 42 percent 
is represented by the voluntary nonprofit general hospitals. 

On the average, each bed in these voluntary general hospitals 
represents a capital investment of $6,500. Federal hospital 
beds are a close second, constituting an investment of $6,300 
each. 
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Table 7.1.—Number of hospitals and beds and estimates of total and plant assets, by type of hospital and type of control, 
951 








Plant assets 
Total assets! 



































Type of hospital and type of control Number of | Number of (thousands 
hospitals beds of dollars) Total 
(thousands Per bed 
of dollars) 
NRA Se ah Aes AN od cern rn cee c 6,832 | 1,521,959 | 8, 205, 787 | 6, 431, 111 $4, 226 
SO ta del juinlallreteaaadadena let 6,410 | 1, 307,362 | 6, 766,785 | 5,078, 344 3, 884 
GENERAL AND SPECIAL 

I ee 5, 066 516, 020 4, 518, 493 3, 107, 516 6, 022 
CT et aa A a A 2, 922 344,775 | 3,459,520 | 2, 231, 437 6, 472 
Sper ee mee fs de. tS Dele 1, 155 39, 216 140, 677 114, 490 2, 919 
Un CHET 2 SS 989 132, 029 918, 296 761, 589 5, 768 
et a 394 62, 768 351, 416 244, 987 3, 903 
nn ene 221 20, 285 161, 904 93, 279 4, 598 

1 oS chit Satter 75 3, 100 7, 039 5, 464 1, 763 
DeEeeN a 94 3 os. te! sees 98 39, 383 182, 473 146, 244 3, 713 
EPO SOUS 8) a en oe 551 655, 932 1, 475, 560 1, 363, 440 2, 079 
eCieee eo. 2s OTIS IDNA. O14 75 9, 829 64, 482 47,175 4, 800 
LESTE ISH oy EE, ESE ane neon. eras ke 157 10, 145 30, 249 23, 315 2, 298 
(CUD an aina 1i) OE NT ea ae ae a es 319 635, 958 1, 380, 829 1, 292, 950 2, 033 

1 WW ZEB Gil SS fas eel cil ape 2 I ape fp ge a 399 72, 642 421, 316 362, 401 4, 989 
UL. (ee 8 ope a 79 8, 213 53, 244 31, 642 3, 853 
RrOpmerer yee tt woe | Fe Bae 25 1, 282 2, 673 2, 260 1, 763 

PO VErmTien Gao. NT Ga Ch 295 63, 147 365, 399 328, 499 5, 202 
LOUD DUES 422 214,597 | 1,439,002 | 1, 352, 767 6, 304 
1 Hospital assets include hospital buildings, equipment, Source: American Hospital Association. Hospitals— 


Administrators Guide Issue, pt. II, p. 4. (Chicago, IIl., 


inventories of supplies, accounts and notes receivable, 
June 1952). 


deferred charges, investments, endowment fund assets, 
temporary fund assets and other assets. 
2 Exeludes Federal hospitals. 
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Voluntary nonprofit hospitals account for 25 percent of 
the Nation’s hospital beds while Federal, State, and local 
governmental hospitals have 72 percent of all beds. More 
patients are admitted to voluntary hospitals than to govern- 
mental hospitals; 65 percent of all admissions are to voluntary 
hospitals compared with 27 percent to governmental hospitals. 

Governments are chiefly responsible for the care of the 
mentally ill, the tuberculous, and other patients requiring 
long periods of hospitalization. This accounts in part for 
the lower number of admissions to governmental hospitals 
in spite of their larger bed capacity and greater number of 


days provided. 


Table 7.2.—Distribution of hospitals, beds, admissions, days of care provided, and percentage of beds occupied, by type 
of control of hospital, 1951 






























































Hospitals Beds Admissions 

all Days of care Poreent 

Type of control provided of beds 
Number | Percent | Number | Percent Number Percent occupied 
All hospipals c.g... 1 6, 637 100. 0 |1, 529, 988 100. 0 | 18, 237, 118 100. 0 |427, 183, 345 84. 5 
Governmentalt 22,55 ..). 2, 032 30. 6 |1, 097, 720 71.8 | 4,866, 415 26. 7 |355, 171, 280 88. 6 
Bederal-! gg “6.5 css 388 5.8 216, 939 14. 2 1, 489, 581 8.2 | 61, 244, 080 77.3 
ptated .. ec. eee de 554 8. 4 683, 376 44.7 767, 599 4,2 |235, 670, 280 94. 5 
Copnty~bicen Scam eens 633 9.5 | 107, 458 7.0 | 1,066, 562 5.8 | 32, 459, 815 82. 8 
City. 2) nae ek 2 ee 377 5.7 77, 736 Bd, 1-287, 575 6. 9 | 22, 309, 895 78. 6 
City-County =. 29:26 soe ee 80 1.2 12, 211 0.8 285, 098 LG 3, 487, 210 78. 2 
Nongovernmental___________-- 4, 605 69.4 | 432, 268 28. 2 | 138, 370, 703 73. 3 |117, 012, 065 74, 1 
NOUpTOLte L-com eee 3, 237 48.8 | 379, 956 24.8 | 11, 848, 010 65.0 |104, 444, 385 75. 3 
Proprictary =... ats 1, 368 20. 6 52, 312 3.4 | 1, 522, 693 8.3 | 12, 567, 680 65. 8 
1 Differs from total in table 7.1 because of different American Hospital Association asks for bed complement, 


source used. The American Medical Association data are 
for the end of the year whereas the American Hospital 
Association counts the number of beds as of September 30; 
further differences arise because the American Hospital 
Association includes hospitals other than ‘those registered 
with the American Medical Association and because the 


whereas the American Medical Association asks for beds 
available for patients at time of reporting. 


Source: F. H. Arestad and Mary A. McGovern. 
Hospital Service in the United States: The 1951 Census 
of Hospitals. Journal of the American Medical Associa- 
tion, Hospital No., pp. 4, 12 (Chicago, Ill., May 10, 1952). 


HOSPITAL SERVICES AND CONSTRUCTION 263 


While total hospital admissions have increased about 20 
percent since 1946, the Nation’s total hospital bill of almost 
$4 billion in 1951 was nearly double that of 1946. This 
is, of course, a result of many factors, including increases 
in payroll, food, equipment, and supply costs; more complex 
services; and a shorter average length of hospital stay. 


Table 7.3.—Total expenses of all hospitals, 1946-51 


























Total expenses Total expenses 
Year a Year 
Amount : Amount . 
(thousands of Per pes (thousands of Per es 

dollars) yo dollars) 
ee tec 2 1, 963, 355 $5.-21..10-1GA0 25.2.2 ea are 3, 486, 109 $7. 70 
US et Se 2, 354, 344 5. 42 I 19504 2. 22 ee ome... 3, 650, 691 7. 98 
NS) 2 a 2, 875, 478 6.35. || 95 ee...) aera. 3, 912, 596 8. 26 























Source: American Hospital Association. Hospitals-Administrators Guide Issue, pt. IT, p. 15 (Chicago, Il]., June 1952) . 
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Hospital operating expenses in the United States approxi- 


mated $4 billion in 1951. 


If all hospitals had included the 


costs of depreciation in their expense accounts, the total 
operating expenses would have exceeded this amount. 
per patient day ranged from a low of $2.25 in governmental 
mental hospitals to a high of $18.01 in short-term general 
and special nonprofit hospitals. 


Costs 


AND CONSTRUCTION 


Table 7.4.—Total hospital expenses and average expenses per patient day, by type of hospital and type of control, 1951 








Type of hospital and type 
of control 


ALIShospitalseres see 


Non-Federal: 
General and special: 
Short-term. 225-202 


Nonprofit. ____- 
Proprietary_____ _ 
Governmental !__ 


ongeteriie es seen 
Nonprofit__-__-_- 


Proprietary __.- - 
Governmental 1__ 





Total expenses 




















Amount , 
(thousands of Per ees 
dollars) y 

3, 912, 596 $8. 26 
2, 313, 640 16. 77 
1, 688, 450 18. 01 
139, 281 15. 60 
485, 909 13.°e% 
pack eee ee ae 
28, O64 8. 44 
aes 6. 25 








Type of hospital and type 
of control 


Non-Federal—Continued 
Mental and allied______~ 


INonprofit=s. ae — 
Proprietary =seseso— 
Governmental !____- 
‘Luberculosisee sss. == 
INOD PTO Dt eeeee ee 
Proprietary=—2.—_ —-—- 
Governmental !____- 


Federal... o> eee ee 


Total expenses 

















Amount : 

(thousands of sree 
dollars) yi 

571, 339 $2. 46 

29, 081 9. 79 

32, 738 11. 47 

509, 520 2. 25 

166, 881 7.37 

17, 940 7 26 

2, 436 6. 87 

146, 505 7. 38 

743,479 | 11.91 

















1 Excludes Federal hospitals. 


Source: American Hospital Association. 


1952) 


Hospitals—Administrators Guide Issue, pt. II, p. 16 (Chicago, Ill., June 
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The operating costs per patient day in general and special 
short-term nonprofit hospitals have risen far more rapidly 
than the cost of all kinds of goods and services (including 
hospital care) purchased by moderate income families in 
large cities. Expenses per patient day (operating costs) in 
general and special short-term nonprofit hospitals rose 180 
percent between 1939 and 1951 while the cost of all consumer 
goods and services rose about 86 percent in the same period. 


Chart 7A. Index of expenses per patient day in non-profit general and special short-term hospitals compared 
with the consumer price index, 1939-51. 


Index Index 
300 300 


Hospital expense 
per patient day 
1939=100 
200 





7 
o= Consumer Price Index 
1935-1939=100 





Sources: American Hospital Association, Bureau of Labor Statistics 
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In 1951, total expenses per patient day in short-term 
general and special non-Federal hospitals ranged from $11.51 
in South Carolina to $22.18 in Michigan. The national 
average for these hospitals was $16.77 per patient day. 
In general, States in the Far West and New England regions 
had the highest average expenditures per patient day. 


HOSPITAL SERVICES AND CONSTRUCTION 


267 


Table 7.5.—Total income per patient day, total expenses per patient day and patient income per patient day, short-term 
general and special non-Federal hospitals, by State, 1951 
































State Total income Total expenses | Patient income 
per patient day | per patient day | per patient day 

a 1 $15. 80 $16. 77 1 $13. 11 
ag Soe ee ee eee ts aA PRR eee 16. 46 15. 66 14. 89 
PION == Berge ee eee be 5k Vn pe ae ee 770) 15. 89 16. 26 
Arkansas pe eg Lae te DE Sree, Miah iets myo beet 15. 13 14. 45 14. 39 
Caliiormia..- . ViteTo . syivii ores, haebivaseereee DAW EBL 19. 10 16. 22 
Colorado eI Eh pn he 2. ee re 16. 66 VGe2 11. 63 
CONT ATO ee, tad eee 20077 20. 41 18. 86 
BIB WOT. ___ 1. ee Pee oe eee ee Zid 19. 59 16. 52 
District Of Columbia #24022. - ERE EM eee eee 18. 47 17. 40 19. 54 
Gn aes eet ee RS yore! SI VND aia asym ee eee ne 18. 75 17. 93 ia 240 
a ee et a eee eee 16. 65 14. 85 13. 06 
Idaho Bee ooo a CAE a i bee eee Paes 18. 84 18. 39 16. 67 
Illinois Reeser seh SiS OS oo on tle a 19, 43 16. 60 17. 69 
GIANG Oe aes ee 16. 23 16. 35 15. 10 
UOCE.. “Ace eee 2 ee es eens ere oe” Se 15. 46 14. 80 14, 11 
esis peste fe ee See SAL ASS SRR G y BE eee 14. 84 14. 45 1A By) 
RG. oF tere eee foes gel _ Arges eke 14. 96 14. 07 12. 86 
Louisiana NR ee Se 53h nye he Sle 15. 26 1421 10. 06 
GIT Cee FEE Mee Cy! eae) sl). ore —“oheekers 15. 01 14. 78 pe ay 
ONer aaah eee ce FS es ee 15. 06 14. 65 14. 82 
Massachusetts eee Cee le ie 21. 00 20. 93 17. 66 
ee el orld gs ~ els Se eS 23. 34 22243 21. 24 
Minnesota Bee ee ee ae Oe eee VAIS 16. 48 14, 52 
Baapanestp 2 ots ob ej pets d- 742 -eeer + peut - Hae 12. 86 12. 10 12. 51 
EAN TIME ey ak No 15. 41 13. 98 Doral 
DMengana *. 963 ital om oval a tl Sareea Bey 15. 00 13. 86 14. 05 
Dearth meee Bet a See ee 15. 92 14. Dt 13. 99 
Neva 9.8 ere) (ts teh) ee ae 16. 56 16. 96 14. 11 
Nigh TSIGTiN cig aia 2 a eeeneenee See Ss See ye 15. 78 16. 05 8. 94 
Tepe LUST ESS Ca egal el er calls Nelle es oF ee a ee od 13. 26 16. 15 11. 62 
Pe WaINTeSICO f2" sore peeesre OW be ote ayy oe bee eee 16. 04 15. 98 14. 28 
ewe Visti GoM td ade Sig th ote iol, Iewete Agee eee. 2 te 19. 67 17. 64 16. 36 
horieO@anolinages vel. Breen oe. Cee bee heh We eee elgg si eye 14. 36 13. 79 12 ox, 
ican aicotace 1) Wives to likey oe lie wee DR ee 14. 47 13. 92 Sao 
(Chivas 9): ay ee PM 8 Bly §0)* 08 Oh Se 1) OPUS Oa oe 17. 68 17203 15. 67 
CULEUESLGS STE 8 SSeS Bei Re eee nem nant De Fe 15. 39 13. 67 RP aS 
LiF EUEAO NT = cal a i lap ae a pene lt AI Ri Bae op mise. 19. 06 18. 44 16. 05 
ETE eT ee a 14. 32 ive alt 12. 66 
PUIMCTE RI RIATIC Ore tig cee ee | eee ee eee 20. 94 21. 59 18. 05 
vslevU i ly COLIN RONG AD yeah ap eee le et es PEt ee a PA Pall Te S ORL? 
TORRE AKO GH Oo oe ne ee eo ee oto 12. 68 12. 48 
SE onnGABeee ee oe) oe oe ee 2 i ee ee ee 18. 05 16535 14. 96 
Paine art) BD ot. Fe ke eee 19. 44 17. 88 16.47 
USSD <.2.~ 0h) LD ae ee ee ee, Bee yee pe OE ee 17. 80 16. 39 17. 41 
AYRES TEU Tle eg ee Pe Se es) 222 Be te 14, 32 18. 06 12742 
eae es oo os on Shee 15. 73 15. 96 13. 50 
Sueenigion 6) os ene» oh oo ee eee 20. 42 19. 50 16. 41 
BeemeeVITiNiA, U0 oo oes eo ab on pena eee 15. 21 13. 73 14. 42 
NGS: fete Se eS oo Be ee 15. 85 15. 30 13. 65 
Weroming . 22. - 226-2 acco nn ~ 3-8-3 h eee eee ase 15. 17 15. 45 13. 38 





11950 data; 1951 data are not available. 

2 Total income and total expense data reported for 
nonprofit and governmental hospitals; patient income 
data reported only for nonprofit hospitals. 

3 Data not reported for State and local governmental 
hospitals. ; 

4 Data not reported for proprietary hospitals. 





5 Represents data for 13 nonprofit hospitals. 
6 Total expense data not reported for proprietary 
hospitals. 


Source: American Hospital Association. Hospitals— 
Administrators Guide Issue, pt. II, pp. 1-151 (Chicago, 
Tll., June 1952). 
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Eighty-three percent of the total income of all short-term 
general and special hospitals in 1950 came from patients and 
the remaining 17 percent represented income from grants, 
contributions, endowments, gifts. 

The $106.76, including insurance benefits, which the patient 
paid for his hospital stay was, on the average, $20.50 less than 
the cost of his stay to the hospital. The balance came from 
sources other than payment by the patient. 

In hospitals of 250 beds and over, total expenses exceeded 
total income by a little more than 1 percent. In small general 
and special short-term hospitals, however, the total income 
slightly exceeded total expenses. 

Hospitalization costs per admission in smaller hospitals 
(less than 100 beds) are usually lower than in hospitals of 
greater size mostly because of differences in average length of 
stay. The “stand-by” or ‘‘readiness-to-serve’’ costs of 
smaller hospitals are lower than in larger hospitals which 
customarily provide more specialized personnel, supplies, 
and equipment for furnishing more complex services. Ex- 
penses per patient day are about the same in short-term 
general hospitals of various sizes. 


HOSPITAL SERVICES AND CONSTRUCTION 
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Table 7.6.—Bed capacity, utilization, total and patient income, and expenses of short-term general and special hospitals, 
1950 





























Size of hospital 
Item ! All short-term 
general and Under 50 50-99 100-249 | 250 beds 
special hos- beds beds beds and over 
pitals 2 

enmeMOLeUOSDILGIS = — or coe Se eee eee 5, 031 Peis 1, 173 1, 089 436 
CIN feet so SoG x ag pn pee ee 504, 504 59, 612 77, 651 166, 732 200, 509 
AGNES (TOURS tS 0 a en lS he ee) oe 16, 663, 224 |2, 239, 610 |2, 896, 264 |6, 124, 552 | 5, 402, 798 
inexcentorDeads OCCUpIOd_....~- - 2. == 4-0-2. 54--c52e sae oma Lsisy. ll 65.0 74. 9 81. 4 
Averarenenegn of stay (days)...-......---.--l524.426 | 8. 1 5. 4 6. 4 7.4 Uw 
Total income: | 

mimount, (Lhoussnds)_....._._--.._. PEP ee oF nice $2, 143, 880 | $191, 8327 | $287, 906 | $757, 229 $907, 418 

ae etpeatcrnty Cleve Sxpers lise S ener, cose icles al saci hy hee $15. 80 $15. 96 $15. 51 $16. 61 $15. 23 
Patient income: ? 

Amount (thousands) -_--_--- 4 tad 2. Saks Sees $1, 778, 960 | $174, 843 | $260, 628 | $677, 801 $665, 688 

Percent of total income -------- re Let Ree 83. 0 91. 4 90. 5 89. 5 73.4 

RETRO Vem. Ae oo os Be ee $13. 11 $14. 59 $14. 04 $14. 87 $11. 17 

em TmiIssONMe ae See 6 3. Se et SL ef ee $106. 76 $78. 07 $89. 99 $110. 67 $1238. 21 
Expenses: 

PeTaneroe CUOUSANUS) tee ot)... Jee eee $2, 120, 481 | $178, 615 | $281, 826 | $740, 875 $919, 165 

Sen, CRY. v2.6 oP oe Leet $15. 62 $14. 90 $15. 19 $16. 25 $15. 43 

(sic OGUSMIST 04: Si a’ <a ee Serena Se $127. 26 $79. 75 $97. 31 $120. 97 $170. 13 

















1 Since 1950 is the latest year for which income data are 
available for all short-term general and special hospitals, 
all information given in this table is for the year 1950. 

2 Excludes Federal hospitals. 

3Includes all earnings derived from services to in- 
patients or ambulatory patients as well as payments re- 
ceived from city, county, or other governmental agencies 
for the care of specific patients. Excludes free work and 
allowances and uncollectible accounts or bad debts. The 


lump-sum payments made to hospitals by official and 
voluntary agencies, e. g., county welfare departments and 
community chests, may or may not be included as patient 
income depending on such factors as accounting practices 
of individual hospitals, their contractual arrangements 
with the agencies, and others. 


SourcEe: American Hospital Association. Hospitals— 
Administrators Guide Issue, pt. II, pp. 10, 16 (Chicago, 
Tll., June 1952). 
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In 1950, about 83 percent of total income in short-term 
general and special non-Federal hospitals came from patients. 
Patient income increased from $7.75 per patient day in 
1946 to $13.11 in 1950. In the same period total income 
from all sources rose from $9.74 to $15.80 per patient day. 


Chart 7B.—Total income and income from patients per patient day in short-term general and special non-Federal 


hospitals, 1946-50. 


$16 







\\\ Patient income 


wi 27 Total income 






k 


1946 


Source: American Hospital Association. 
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Reports from 1,780 non-Federal general hospitals indicate 
that Blue Cross made payments for 33 percent of the total days 
of hospital care; commercial insurance, about 19 percent; and 
various governmental agencies, 8 percent. The remaining 
40 percent came from other sources, chiefly direct payments 
by patients. Blue Cross payments are made for a larger 
proportion of total patient days in nonprofit hospitals than 
in proprietary or governmental hospitals. Payments are 
made by Blue Cross and commercial insurance companies 
for more than half of the patient days in hospitals of 100 beds 


or more. 


Blue Cross payments are made for more than one- 
third of the total patient days in these larger hospitals. 
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Table 7.7.—Number and percentage distribution of total patient days of hospital care in non-Federal general hospitals 
paid by Blue Cross, commercial insurance, and Government agencies, by type of control and size of hospital, year 


ending June 1952 














































































































4 n Commercial Government 
3 me Blue Cross insurance agencies Other 
= ve aes 
3h eee 
Type of control and st o S mS E Ss 
size of hospital So a Pa = oa a ae # bob a 
2 = g3 a gc © gc © gv o 
= s = Ay 5 a = Ay 3 ay 
5 & 4, Z Z Z 
pots See oe ee 1, 780/64, 491, 264/21, 318, 906} 33. 1/12, 146, 665; 18. 8) 5, 061, 757 7. 8/25, 963, 936} 40.3 
RON PTOM bse bes re | 1, 310/56, 096, 271/19, 262, 668) 34. 3/10, 331, 413) 18. 4) 4, 178, 210 7. 5/22, 323, 980) 39.8 
roprietary se) le 2hke | 191} 2, 509, 188 696, 154) 27.8 578, 925] 23.1 91, 337 ShGjelel42. 772) 45.5 
Governmental___-_-_-- 279) 5, 885, 805) 1, 360, 084) 23.1) 1, 236, 327; 21.0 792,210} 138.5} 2,497,184; 42.4 
Size of Hospital 
Patalos: ss er. 1, 780/64, 491, 264/21, 318, 906} 33. 1/12, 146, 665) 18. 8) 5, 061, 757 7. 8/25, 963, 936} 40.3 
U |n7tyo [=| as 476| 3, 826, 881 974, 605) 25.5 784, 657| 20.5 224, 655 5. 9) 1, 841, 964) 48.1 
ee a ee 518] 9, 424, 331] 2, 568, 713! 27. 3) 2, 035, 479) 21.6 593, 145 6. 3) 4, 226,994) 44.8 
100-249 beds___.---.---- 578|27, 945, 431) 9,392,482) 33. 6) 5,557, 751) 19. 9} 2, 019, 416 7. 2}10, 975, 782} 39.3 
250 beds and over____-- 208/23, 294, 621) 8, 382,106) 36. 0} 3, 768, 778| 16. 2) 2, 224, 541 9. 5} 8, 919, 196) 38.3 
1 i i t to all general hospitals, mem- Source: American Hospital Association. Hospital 
eo ike Meee rean Hospital Association, Spel Federal Rates 1952. The Association, p. 20 (Chicago, Ill., 1952). 


hospitals and large municipal hospitals caring for indigent 


patients only. 
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The $3.9 billion spent by all hospitals to care for their more 
than 18 million patients in 1951 was divided roughly into 
three-fifths for salaries and wages and two-fifths for food, 
supplies, and all other expenses. 

Hospitals have on their payrolls more than one million 
full-time employees. The shorter work week has resulted in 
an increase in the number of hospital employees per 100 
patients and this adds to the cost of care. In 1951 hospitals 
averaged 83 full-time employees per 100 patients. 

The short-term general and special hospital has many 
more employees per 100 patients than the long-term hospital. 
The voluntary nonprofit short-term general hospital, for ex- 
ample, averages 181 full-time employees per 100 patients while 
the same type of institution caring for long-term illnesses has 
only 94 employees per 100 patients. Governmental hospitals 
caring for mental disease provide only 22 full-time personnel 
per 100 patients compared to 100 such personnel in non-profit 
and proprietary hospitals. 


Table 7.8.—Total expenses, payroll expenses, number of full-time personnel per 100 patients, by type of hospital and 


type of control, 1951 


































































































Payroll expenses 

Total Full-time 

Type of hospital and type of control EE Seon eee | ar Ks eee 100 : 

of dollars) (thousands patient ar oe patients ! 

of dollars) day 
AON hospitals 203.9 see a eee 3, 912, 596 2, 373, 683 $5. O1 60. 7 83 
Non-Federal: 
General and special: 

Short-térm =: 62-2) eee ee eee 2, 313, 640 1, 330, 906 9. 65 57. 5 171 
Nonprofitzg<t 2. See eee 1, 688, 450 953, 427 Ose T 56. 5 181 
Proprietary... eee ee 139, 281 69, 097 cea f | 49. 6 155 
Governmental {een see eee 485, 909 308, 382 8. 74 63. 5 151 

Long-term a. tr! eee ele et Ft 117, 257 72, 498 3. 89 61.8 63 
Nonprofit. . 2 7eeeche ee ee 48, 064 27, 600 4, 85 57. 4 94 
Proprictary.... ie aaeg eee eS 5, 476 2, 762 3. 15 50. 4 67 
Governmental see ee oe ee 63, 717 42, 136 3. 50 66. 1 48 

Mentaltand allied 2325245 ben 2 soe eee D711, 3309 332, 432 1,43 58. 2 24 

Nonprotit... S22e see ees Sa 29, 081 16, 522 5. 56 56. 8 99 

Propnotary.\--¢ eee eee 32, 738 17, 652 6. 18 53. 9 96 

GOVernmMen tal? eee ere ee 509, 520 298, 258 1. 32 58. 5 22 

Tuberevlosia® 3.2. eee i si Oe 166, 881 96, 109 4, 25 57. 6 75 

Nonprofit 22 22. _ sae eee 17, 940 8, 698 3.50 48.5 72 

Proprietary.22:22 23 eee eee 2, 436 894 2. 52 3637 52 

Governmental 2a eee eee 146, 505 86, 517 4. 36 59. 1 76 

Pederal o20) Soe. 5 es een ee See ceernr eee eines 743, 479 541, 738 8. 68 72.9 116 
1 Excludes residents, interns and students. Source: American Hospital Association. Hospitals— 


2 Excludes Federal hospitals. 


Administrators Guide Issue, pt. II, p. 16 
June 1952). 


(Chicago, IIl., 
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Short-term general and special hospitals of more than 100 
beds meet substantially higher payroll costs than the smaller 
hospitals of this type. The treatment of more complex cases, 
with the aid of the more comprehensive diagnostic and treat- 
ment services provided by larger hospitals, requires more 
employees per 100 patients than does the care of patients in 


smaller hospitals which offer fewer services. 


Also, a greater 


percentage of the larger hospitals’ employees must be specially 
skilled and therefore paid higher salaries. 


Table 7.9.—Payroll expenses per patient day and distribution of full-time personnel, short-term general and special 
hospitals, by size of hospital, 1951 








Size of hospital 


All short-term general and special hospitals 1....-.-.--------- 


Bimbrtn WCMO. oo. 2 BAN... =~ 2-8 eens ee 
Bo JOrped se wes Ae Gbps Uk 8 a ee ee 
OO=e4.0nDedseeee 2 RRS... 2c ls Jo. eee ee 
PP OMeCa an GONG! = 22. So. wo hoe ee See 








1 Excludes Federal hospitals. 


Payroll ex- 
penses per 
patient day 


$9. 65 


7. 60 
8. 61 
ae 
10. 39 





Full-time personnel 


Total 


647, 878 


58, 509 
88, 056 
229, 154 
277, 159 





Per 100 

Percent patients 
100. 0 171 
8. 2 150 
13. 6 168 
35. 4 177 
42.8 173 


Source: American Hospital Association. Hospitals—Administrators Guide Issue, pt. II, p. 16 (Chicago, Ill., June 


1952). 


284763—53——_19 
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During the period 1920-51, the dollar value of hospital and 
related construction per year in the United States increased 


from $63 million to $917 million. 


The dollar value of hos- 


pital construction ‘‘put-in-place” is at an all-time high—in 
1951 it was almost six times the dollar value of construction 
in 1939 and a little more than four times the dollar value of 
construction in 1930 which was the peak year for hospital 
construction prior to the depression. 
However in recent years most of the-increase in dollar 
value of hospital construction is due to the decreased pur- 
chasing power of the dollar. 
purchasing power, not until 1949 did hospital construction 
exceed that of 1930; the depression and war period kept 
hospital construction at a low level for almost 20 years. 


In terms of dollars of constant 


Table 7.10.—Value of hospital construction put in place, index of construction costs, value of construction at'1939 
construction costs, 1920-51 



































Value of Value of 
Value of con- Index of construction Value of con- Index of construction 

wees struction ! | construction at 1939 Wane struction ! | construction at 1939 

(millions of costs prices (millions of costs prices 

dollars) (1939=100) | (millions of dollars) (1939=100) | (millions of 

dollars) dollars) 
O20 see ee te 63 141.1 Ay eS Os: ae ee 91 84. 7 107 
KOs 2 oo. Ee 84 107. 7 Lowel Oolss2 ast eae 104 98. 7 105 
WOOD eas ee iis" 99. 7 TAB Sie 98825 422 ea ee 132 99. 2 133 
O37 22-22 ae 112 (alae 7 TAO si 1989-222 tee2— 158 100. 0 158 
N24 oe 123 110. 7 Fl aie 94082 eee eee 87 101. 9 85 
1925s eo ee 140 108. 2 129 aii OA eee Sa 88 108. 5 81 
1926B ee ee isl 108. 2 TAQ G42 see a 64 T2022 53 
192 (Bese soo 186 108. 2 7 ee O43 eee ee a0 125. 4 44 
19285 Bt we zeae 208 108. 2 LOD ais 944 sees oA 84 129. 9 65 
192922 ee keck es 205 108. 2 PSO 10452 eee 122 145), 1) 90 
19302205252 227 99. 7 2 Siaie | GAGs seater 170 160. 6 106 
1903 12 See eee tee 181 88. 7 Aaa Os. (een 195 214. 3 91 
1032 eae 117 ligt Leal OAS epee ce seer 349 244, 0 143 
1933222 59 74. 8 7 alin 040 2s See ee ae 679 244, 4 278 
193435) 3 60 80. 3 Dae ODO 22 eee ee 812 249. 4 326 
1O3bt sere 48 80. 8 HOuel Obi 2 oe eee eee 917 264. 7 346 
1The figures include institutional construction which Sources: Department of Labor. Expenditures for New 


constituted about 6 percent of the total in 1950 and 1951, 
and probably between 5 and 10 percent of the total in 


prior years. 
2 Revised. 


Construction 1915--50 (Washington, D. C., August 1951). 
Department of Commerce. 


Materials, Statistical Supplement 
and Costs, 1915-50 (Washington, 


Construction and Building 


Construction Volume 
D. C., May 1951). 
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Chart 7C.—Valve of hospital construction put in place, current prices and 1939 construction costs, 1920-51. 
Millions 

of Dollars 

$1000 


Millions 
$1000 


Current 
Dollars 
800 } \ 


1935-39 N —— 
600 Dollars : 


400 


200 





O 
1920 1930 1940 1950 


Source: See Table 7.10 
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In the period 1920-24, there was an equal distribution 
in the dollar volume of construction between public and 
privately owned hospitals. While the construction of both pub- 
lic and private hospitals declined in the thirties, the dollar 
volume of construction put in place on public hospitals 
amounted to more than three times the value of construction 
of private hospitals in 1935-39. In the 1940’s, however, the 
proportion of publicly owned hospital construction decreased. 
In 1951, 45.7 percent of the total construction was for hos- 
pitals owned by private organizations—nonprofit or pro- 
prietary—and individuals and 54.3 percent was for institu- 
tions owned by the Federal, State, and local governments. 





Table 7.11.— Value of hospital construction put in place, by type of hospital ownership, 1920—51 








tion 
Total Private Public Private Public 
1990-24 25. . 22 Oe. 2 eee Lae Se eae 495 247 248 49. 9 50. 1 
1925-29022) 5 eee an ee ee ys SOEs ee 890 472 418 Do. O 47. 0 
1930-34 foo eter =e Pee AN, (ae to eee 644 Zoo 411 36. 2 63. 8 
1935=30 280. 42 Se ee ee ene oS Se eee 533 124 409 PH. 3" Chas V6 
DOAN AA a te i ie as ee ee eee ee 378 145 233 38. 4 61. 6 
1045-40045 Foo 24 ots ee Re oe en ee ee 1, 515 560 955 37. 0 63. 0 
JOSO MGS Re Ok) eS Se ee ee ees 812 342 470 421 57.9 
JO51 32 5 ee a ee eee ee oe ee eee 917 419 498 AS, 7 54. 3 


Type of hospital ownership 


Period Amount ! (Millions of dollars) 











Percentage distribu- 





1 Represents the monetary value of the work “put in 
place” during the specified period; includes architects’ 


fees and the cost of fixed equipment installed under the. 


construction contract but generally excludes the cost of 
movable equipment. Includes construction of ‘‘institu- 
tions’”’ such as orphan homes, old people’s homes, veterans 
homes, poor houses, which represent about 6 percent of 


total hospital and related construction in 1950 and 1951 
and probably between 5 and 10 percent of the total in 
prior years. 

2 Revised. 


Source: LouisS. Reed. Hospital Construction Trends, 
p. 4. The Modern Hospital (Chicago, Ill., March 1952), 


HOSPITAL SERVICES AND CONSTRUCTION 


In 1951, the value of veterans facilities put in place 


amounted to $120 million. 


The volume of construction of 


Public Health Service and other Federal hospitals (exclusive 
of military hospitals) is relatively small, amounting in 1951 
to only $11 million. 

Of the $783 million spent on non-Federal hospital con- 
struction in 1951, $243 million or 31 percent was spent for 
construction under the Hill-Burton program, the latter 
includes State and local funds under the Hill-Burton program, 
as well as Federal funds. 
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Table 7.12.—Total value of Federal, and non-Federal hospital construction put in place, 1935-51 


Year 


Total hos- 
pital con- 
struction ! 

(millions 
of dollars) 


Federal hos 
ti 


Veterans 
(millions 
of dollars) 


pital construc- 
on ? 


Other 
(millions 
of dollars) 








812 
£917 


oo 
COUN B® Oe DOO mw 


120 





6 
9 
AL 








Non-Federal hospital construction 


Total 
(millions 


of dollars) 


783 


Hill-Burton 
aah: Percent’ of 


of dollars) 


243 





non-Federal 





1 Represents the monetary value of the volume of work 


“put in place’ during the specified period; includes archi- 
tects’ fees and the cost of fixed equipment installed under 
the construction contract but generally excludes the cost 


of movable equipment. 


Includes construction of “institutions” such as orphan 
homes, old people’s homes, veterans homes, poor houses 
which represents about 6 percent of total hospital and re- 
lated construction in 1950 and 1951 and probably between 


5 and 10 percent of the total in prior years. 


2 Excludes construction of military hospitals. 


3 Not available. 


4 Revised; subtotals add to $914 million since revised 


data for the breakdown were not available. 


Source: Louis 8. Reed. Hospital Construction Trends, 
p. 4. The Modern Hospital (Chicago, Ill., March 1952). 
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As of September 30, 1952, a total of 1,877 projects pro- 
viding 90,645 beds had been approved for construction under 
the Hill-Burton Hospital Construction program. Total con- 
struction costs of these projects were estimated at almost 
$1,457 million of which the Federal share was more than 
$517 million or 36 percent. 

Of the total construction costs under the program, 82 per- 
cent is being spent for general hospital beds. 
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Table 7.13.—Number and percentage distribution of approved project applications, beds provided and total construction 
costs, by type of facility, Hill-Burton Hospital Survey and Construction Program, September 30, 1952 





Projects 
Type of facility 
Num- Num- 
Far Percent Hee 
otal ere 1, 877 100. 0 | 90, 645 
Generales. see 1, 334 71.1 | 69, 506 
bubereniosis s=225. 22... - 56 oa0 5, 358 
INSTORE) So alee oo! ae ae 86 4.6 | 10, 312 
OROLIG .a ae see se 27 1.4 2, 743 
Public health centers_-___--_- 207 Ti+ 0) || 2a 
Auxiliary health centers_ _ _- 90 AMS: |e eee 
General with public health 
CONGGES@ tween st 61 3. 2 2, 726 
State health laboratories _ __ 16 0.9) eo eee 








Beds provided 





Percent 





100. 0 |$1, 456, 869, 933 
1, 188, 773, 907 


Total 


Amount 


59, 596, 762 
73, 436, 877 
42, 755, 016 
26, 949, 513 

2, 653, 193 


46, 726, 888 
USA i Cay it arg 





Percent 


100. 


: 5 ELA 
FPN NODORA! O 


3. 
I 


Construction costs 


Federal share 


Amount 


$517, 378, 835 


424, 769, 444 
20, 611, 133 
29, 123, 843 

9, 804, 115 
10, 764, 226 
1, 344, 547 


17, 684, 291 
3, 277, 236 


Percent 
of total 


35. 5 


35. 7 


34. 6 
39. 7 
22. 9 
39. 9 
50. 7 


37. 8 
20. 5 





Source: Public Health Service, Division of Hospital Facilities. 


Hospital Construction Under the Hill-Burton 
Program. Analysis of Projects Approved for Federal Aid, p. 8 (Washington, D. C., Sept. 30, 1952). 
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At the end of June 1952, the Nation had over 1,000,000 
acceptable non-Federal hospital beds in addition to about 
220,000 beds in Federal hospitals. A summary of the State 
hospital plans developed under the Hill-Burton Hospital 
Survey and Construction program revealed that nearly 
850,000 more beds are needed to provide adequate hospital 
care to the population. 

Beds needed specifically for the care of the mentally and 
chronically ill account for more than two-thirds of the coun- 
try’s total bed need. Even though we have 84,000 acceptable 
tuberculosis beds, case-finding programs and other factors 
have increased the need for such beds. 


Table 7.14.—Number of existing acceptable beds and additional beds needed by type of bed and by region, United States 


and Territories, June 1952 





All categories General Mental Tuberculosis 





accept- | tional | accept- | tional | accept- | tional | accept- | tional 
able! |needed?| able! |needed?| able! |needed?| able! | needed? 


Existing | Addi- | Existing} Addi- | Existing] Addi- | Existing} Addi- 


Chronic 


Existing | Addi- 
accept- | tional 
able! | needed 2 





United States 
and Territo- 








ries == -ss22c- 1,033,831 |875, 167 |479, 939 |232, 896 

United States__|1,018,121 |846, 280 |473, 271 |226, 611 

New England_____-__| 81, 654 | 35,173 | 30,402 | 14, 314 
Central Atlantic_____- 282, 509 |158, 399 |116, 439 | 46, 000 
Southeast.......--1.. 175, 560 |218, 377 | 86,556 | 59, 775 
Southwest_____-____- 67, 773 | 75, 529 | 37,899 | 16, 165 


East North Central__-_| 180, 849 |189, 789 | 89, 182 | 49, 349 
West North Central___} 100, 848 | 72, 335 | 53, 164 | 14, 829 





Rocky Mountain_ ---_- 26, 433 | 18, 239 | 14, 673 3, 588 
Rar, Wostl eos t dz esee 102, 495 | 78, 439 | 44, 956 | 22, 591 
‘Lerevtories 2a wie 15, 710 | 28, 887 6, 668 6, 285 





37,260 | 9, 044 
130, 623 | 48, 129 | 21,882 | 7,052 | 13,565 | 57,218 
66, 438 | 90, 874 | 16, 469 | 10,662 | 6,097 | 57, 066 
21,601 | 34,559 | 6,626| 4,028| 1,647] 20,777 
69,110 | 82, 667 | 15,412 | 4,207 | 7,145] 53, 566 
39,075 | 31,120 | 5,584 | 1,333 | 3,025] 25, 053 


9,437 | 7,828 | 2,090 150 233 6, 673 
45, 584 | 26, 831 8,918 | 3,088 | 3,037 | 25, 929 
3, 765 | 10,404 | 4,727 | 7,081 550 6, 117 





1 Excludes beds classified as ‘‘nonacceptable”’ by the 
States on the basis of fire and health hazards, obsolete 
construction, etc. ; 

2 Needs estimated by each State on the basis of the 
maximum ratios permissible for Federal aid, as prescribed 
by Title VI, Public Health Service Act: general, 4.5 to 5.5 
beds per 1,000 population, depending on the population 
density of the States; mental, 5 beds per 1,000 population; 


tuberculosis, 2.5 times average annual deaths from tuber- 
culosis in State over 5-year period, 1940-44 (averages for 
other 5-year periods may be used providing rate does not 
exceed that for 1940-44 period); and chronic disease, 2 
beds per 1,000 population. 


Source: Based on summary of data in State Hospital 
Plans approved under the Hill-Burton Act prepared by 
the Division of Hospital Facilities, Public Health Service. 


nae ptable beds and additional beds needed, June 30, 


Chart 7D.—Hospital beds in the United States: Existing acce 
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8. ECONOMIC STATUS AND HEALTH 


The median money income, before taxes, of the ‘‘spending 
units” of the United States rose from $2,300 in 1946 to 
$3,200 in 1951. 

A spending unit may be a single person or a group of 
persons, living in the same dwelling, related by blood, mar- 
riage, or adoption, and pooling their incomes for major 
expense items. A dwelling contains only one primary spend- 
ing unit. It may include additional spending units such as 
boarders or servants or adult children or other relatives who 
do not necessarily pool their income with that of the house- 
hold head. 

In 1946, about two-thirds (65 percent) of the spending 
units in the United States had money incomes of less than 
$3,000. In 1951 the proportion below this income level 
had dropped to less than half (46 percent). In 1946, only 
1 spending unit in 10 had $5,000 or more; in 1951 the pro- 
portion was 2 spending units in 10. 

Money income, it should be noted, takes no account of 
income in kind such as food, housing, and other items which 
are either produced by the spending unit for consumption 
or furnished by others without payment in money. 
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Table 8.1.—Percentage distribution of spending units, by income group, 1946-51 
Money income before taxes 1946 1947 1948 1949 1950 1951 

Wil spending unite tl. 2202. 20. 2 UL a, 100 100 100 100 100 100 
ee ee eee hy 14 12 14 13 13 
1 A ee See ee eee 23 22 18 19 12 15 
a Te ea Pa gg = 25 23 23 21 19 18 
PeiMiene wud oe. . ISTO tists. 20). pire. 4 17 17 20 19 19 18 
ot ee ee eee Soe Sei 8 10 12 11 12 15 
ere g0e cease) I ek 6 9 10 11 14 14 
0 AE ae a a seen. oi 4 5 5 5 6 7 
Median income (current dollars)___.-_----.---- $2, 300 2, 530 2, 840 2, 700 3, 000 3, 200 
Median income (1939 dollars) ?__-..._..-..----- $1, 498 1, 502 1, 601 1, 542 1, 675 1, 668 





1Income data for each year are based on interviews 
during January, February, and early March of the fol- 


lowing year. 


2 Department of Commerce price deflator for personal 


consumption expenditures. 


Source: Federal Reserve System. 
Consumer Expectations as 


Consumer Finances. 
to Economic Trends and Consumer Investment Prefer- 
ences, p. 3, table 2. Federal Reserve Bulletin (Washington, 
D. C., July 1952). 





iy ee 





1952 Survey of 
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During the United States Census of the Population (the 
Seventeenth Decennial Census) data on 1949 income were 
collected from 20 percent of all single persons and families 
in the United States. These decennial census data differ 
from those collected annually by the Bureau of the Census 
in its monthly population survey. The monthly population 
survey in April 1951, which obtained incomes of families and 
persons in 1950, was based on a sample of 25,000 households, 
or less than one-tenth of 1 percent of all households. 

The 1949 median money income of families in the United 
States was $3,073 and just over $1,700 in terms of 1939 
dollars. For urban families the median was $3,431; for 
rural nonfarm families it was $2,560 and for rural farm 
families it was only $1,729. A family is defined as two or 
more persons related by blood, marriage or adoption and 
living together. A family differs from a spending unit (as 
used in table 8.1) in that it excludes single persons who are 
not living with a relative and in that all relatives in the same 
dwelling are considered members of one family whether or 
not income is pooled for major expenses. Money income 
excludes income in kind as in the preceding table. 

In 1949, the proportion of families with less than $3,000 a 
year In money income was 7 in 10 for rural farm groups, 6 
in 10 for rural nonfarm groups, and about 4 in 10 for urban 
families. 

Of the 36 million families in the United States in 1950 
about one-fifth lived in rural nonfarm areas and about one- 
seventh were rural farm families. 
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Table 8.2.—Percentage distribution of families, by total money income in 1949, urban and rural 

















Income Total Urban Rural nonfarm} Rural farm 
NE TCT CE Fg 36, 489, 955 24, 078, 530 7, 183, 025 5, 178, 400 
Percent 

St eTODOTLING 22. oo ae ae oo 4 100. 0 100. 0 100. 0 100. 0 

Be naer SeOO0L oe seal eas ire ew aes 14,°7 10. 0 18. 2 31. 6 
PRUE tROO Ce te Se . ... DEE Se! 14. 6 11, 2 18. 7 24, 5 
Peo OO gaee eh aeed Se STULL See eee ape 19. 1 18. 5 22.3 i Wane. 
NS ANS OM SS Sg eh rey eae pee ty 19. 4 | 21. 5 18.5 10. 9 
ee ' . . eweeud cain 1909 14. 2 9. 8 5. 8 
CMI es eS es Se eee doc ene de 7.8 9. 4 Deo 3.3 
Ro a lr Te ae ea ie = 4.3 5,3 Taw | 1,9 
a Gs RS ke ee ak eee ae a a ae 4.9 6. 1 2a 2. 4 
Cea ok oe = a ew ee eee 3. 1 3. 9 Le? 1.8 
Mecdianuncome (current dollars) =-.=.=2=22:-+4.224.- $3, 073 3, 431 2, 560 eet!) 
Median income (1939 dollars) !_-_-_-------------- : $1, 716 1, 916 1, 429 | 965 




















1 Adjusted by Department of Commerce price deflator for consumption expenditures. 


, > =” —_eae._- = 
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A sample survey of 25,000 households, made in 1951, 
disclosed that the median money income in 1950 was far 
higher for white than for nonwhite families. 

White families living on farm wages and salaries in 1950 
had a median money income of $1,767, while nonwhite 
families had a median income of less than one-half that 
amount. 

The median money income of white families from self- 
employment in farming was three times that of nonwhite 
families. 

Wages and salaries from nonfarm work yielded a median 
money income of $3,720 for white families, but only $2,272 
for nonwhite families. 


Table 8.3. Median money income of white and nonwhite families and unrelated individuals, farm and nonfarm, by major 


source of earnings, 1950 














Median Income 








Percent by which white 
exceeds nonwhite 


Major source of earnings Families Unrelated individuals eg 
ae nrelated 
Families | individuals 

White Nonwhite White Nonwhite 

Total money income—all sources -_------- $3, 445 $1, 869 $1, 115 $817 84. 3 36. 5 
Nonfarm wages and salaries.___._..----------- S020 2, 212 2, 069 1, 219 6a. ¢@ 69. 7 
Nonfarm self-employment. ——-----25==----.4-- 3, 899 (2) 1, 348 (3) MORES _ 22 ee. 2 | eee 
Farm ‘wages. and salarieste. 7 eee 1, 767 856 719 (2) 106,42 = eee 
Farm self-employment. 2 Wan. se ee ee5 25 2, 213 726 (2) (1) 204,°3))| 2 see eee 


Source: Bureau of the Census. 














1 Median not shown where there were fewer than 100 cases in the sample reporting on income. 
Income of Families and Persons in the United States, 1950. Series P—60, No. 9, 


p. 24 (Washington, D. C.). 


ECONOMIC STATUS AND HEALTH 287 


The median money income of families in which the family 
head was aged 65 or over was $1,903 in 1950 as compared 
with a median of $3,319 for all families in the United States 
according to a Bureau of the Census sample survey of 25,000 
households. 

Among families with a family head aged 65 or more, two- 
thirds had money incomes of less than $3,000 and about one- 
seventh had $5,000 or more. These proportions may be 
contrasted with the fact that only two-fifths of all families 
had less than $3,000 and one-fourth $5,000 or more. 

Among persons aged 65 and over, living alone or with 
others who were not related, the median income was $646; 
three-fourths of them had less than $1,000 a year in money 
income and 1 in 8 persons had $5,000 or more. 


Table 8.4.—Percentage distribution of all families and unrelated individuals and of families and individuals with age of 
head 65 years and over, by income, 1950 























Families Unrelated individuals 
Total money income ee os Pe a 
amily ge 
All ages years and All ages and over 
over 
ET COT be ee aes. Soe 22 ieel eee aes Coe 100 100 100 100 
REM Re So an = est = 6 ee SR es ee ee 1 ss 30. 4 49. 1 16.5 
sy ES UY OE ee me ae conus) eS eee 13. 2 2152 18. 8 12. 9 
Pee UO tes.. te LL SS ee eens aan eae 17. 8 toas 16. 4 5.3 
MeMMMESet OO. oo 2 ok = Hoes 4-86 4 ee ees 20. 7 11.26 1082 2a, 
Ft a a SRE r= Oe a ee 13. 6 6. 4 By at y 6 
MN) GOO, 9992). 822 2o2eh- 425 - + - dd - ae 9. 0 4.4 1 P 2 hs 
SOWO0KEG, 00,999. oe a epee See 5. 2 ri 6 5 : 
eer TO 0,990... 256--- o> 4-2 Spe an as oe ew 5. 8 : e : : : 
$10,000 and over__-.-_------.----------+------------------ 3.3 3.2 : 
$3, 319 $1, 903 $1, 045 $646 


MMedIANLINCOMGSt..- (of. .4 et asl els. £33_ Zee. See eee 


REY ed SEE Ra ce oe SR es hoe Sd 
Source: Bureau of the Census. Current Population Reports, Series P-60, No. 9, p. 25, table 6 (Washington, 


D. C., March 25, 1952). 
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Average per capita money income in the United States has 
increased 133 percent, from $680 in 1929 to $1,584 in 1951. 

In 1929, some eight States (Alabama, Arkansas, Georgia, 
Kentucky, Mississippi, North Carolina, South Carolina, and 
Tennessee), all in the South, had per capita incomes that were 
only about half the national average. In 1951, four of these 
same States (Georgia, Kentucky, North Carolina, and Ter- 
nessee) had per capita incomes of two-thirds or more of the 
national average. In that year Mississippi was the only one 
of the 48 States in which per capita income was less than half 
that for the United States as a whole. 

Among the 16 States where per capita income in 1929 was 
above the national average in 1929, all but 5 (Maryland, 
Nevada, Ohio, Washington State, and Wyoming) exceeded 
the national average by a smaller proportion in 1951 than in 
1929. 

In 1929, in seven States and the District of Columbia the 
per capita income was one-third or more above the national 
average. ‘There was no such excess for any State or the 
District in 1951. 


Table 8.5.—Per capita incomes, by State, selected years, 1929-51 





Percent of United States 


average per capita income Percent change 


Per capita income 








State 


1929— | 1940— | 1944— | 1950- 
1929 | 1940 | 1944 | 1950 ; 1951 | 1929 | 1940) 1944 | 1950 | 1951 1940 | 1950 | 1950 | 1951 

















United States___| $680} $575)/$1, 160/$1, 439/$1, 584; 100; 100; 100} 100; 100; —15) +150; +24) +410 

































































New England: 
Connecticut_.___- 918 827| 1, 513) 1, 776} 1,999} 185) 144) 130) 123) 126) —10) +115) +17; +18 
Maines) Bae ess 566 499} 1, 040) 1, 174) 1, 298 83 87 90 82 82} —12} +1385) +13) +11 
Massachusetts____ 897 764| 1, 296] 1, 604) 1, 738} 1382) 133} 112) 111) 110) —15) +110) +24 +8 
New Hampshire___ 652 561} 1,055] 1, 293) 1, 444 96 98 91 90 91) —14} +130) +23) +12 
Rhode Island____-_ 851 716} 1, 320) 1, 564) 1,691) 125) 125} 114) 109) 107) —16) +118) +418 +8 
Vermont. 2.2220" 601 521 959} 1,191] 1, 322 88 91 83 83 83) —13} +129) +24) +11 

Central Atlantic: 
Delaware. 2 2222 = 919 892) 1, 424) 1, 897] 2, O7€ ie Ws Be sya aks al —3} +113) +33). +9 
District of Columbia_| 1, 191} 1, 087| 1, 328] 1,996) 2,095} 175) 189) 114) 136) 182 —9| +80) +47 +7 
Maryland_______- 703 108) 1; 284) 1 SS 1 714) 103)" 123) 111 e108. 108 +1) +120) +21) +10 
New Jersey______- 947 803] 1, 444] 1, 710) 1, 885; 139} 140) 124) 119) 119} —15) +113) +18} +10 
New orks. sean ate 863] 1, 535) 1, 875} 1, 996} 165; 150) 132) 130) 126) —23) +117) +22 +6 
Pennsylvania_-—___ 767 626| 1, 213] 1, 532} 1, 663) 113; 109) 105) 106) 105| —18! +145) +26 +9 
West Virginia_____ 464 398 807| 1,051] 1, 174 68 69 70 73 74, —14) +164) +30) +12 
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Table 8.5.—Per capita incomes, by State, selected years, 1929-51—Continued 





Per capita income 























State 
1929 | 1940 | 1944 | 1950 
Southeast: 
Alabama_________ $305| $269) $702} $840 
JAC er a 305 254 655 823 
lb 484 468} 1, 013} 1, 204 
a a eet lia 329 316 761 958 
Kentucky________ 371 309 704 917 
(ouisiana. 2. is. u2_ 415 358 827; 1, 042 
Mississippi - ______ 273 204 583 702 
North Carolina_ __ 309 316 ae 956 
South Carolina____ 252 287 673 838 
Tennessee________ 349 316 808 960 
WATOINIR 2202 422 446 924) 1, 146 
Southwest: 
PATIZONAL | SSS ahs 573 466 959} 1, 240 
New Mexico______ 383 356 799} 1, 183 
Oklahoma________ 455 359 940} 1, O71 
PR OXAS MA! e eehs 9.5 465 413 972| 1, 276 
East North Central: 
LGR iG ayey isis oe Be 932 727| 1, 337) 1, 756 
Car kee" 583 542] 1, 156) 1, 455 
Michigan_.o__ = 2- 745 648} 1, 331) 1, 583 
CVI ee ee 748 642) 1, 311} 1, 584 
WASCONSIN ees 25_ 634 516} 1, 124] 1, 484 
West North Central: 

OW ee eS Me 546 488] 1, 036) 1, 409 
KANSAS Seo Os: 532 423] 1, 164] 1, 346 
Minnesota_-______ 566 OL 975| 1, 341 
PHISSOULL Boe 4 612 506} 1, 039} 1, 397 
Nebraska =22 2. 557 434| 1, 122) 1, 478 
North Dakota____ 389 372| 1, 075) 1, 276 
South Dakota____ 417 379] 1, 048} 1, 281 

Rocky Mountain: 
WoOlOrndon. 252. s<< 616 520] 1, 023} 1, 396 
resbon .. osk =»: 518 443] 1, 029) 1, 255 
EON TAN. os. foe 602 577| 1, 208) 1,591 
CR Ra ee ee ae 537 478] 1,061] 1, 266 
Wyoming. ______- 687 604] 1, 092) 1, 519 
Far West: 
@alifornia ..=22-25 946 803] 1, 535} 1, 758 
INeviadart 245 817 821} 1, 383} 1, 863 
Rirpeene ceeds . 640 575) 1, 302] 1, 515 
Washington_____- 713 632} 1,495] 1, 622 








1951 


$950 
926 

1, 284 
1, 103 
1, 066 
1, 135 
771 

1, 052 
1, 003 
1, 064 
1, 295 


1, 432 
1, 301 
1, 182 
1, 412 


1, 928 
1, 649 
1, 734 
1, 799 
1, 614 


1, 531 
1, 460 
1, 474 
1, 519 
1, 510 
1, 403 
1, 529 


1, 568 
1, 356 
1, 742 
1, 424 
yer: 


1, 933 
2, 029 
1, 652 
1, 755 








1 Less than one-half of 1 percent increase. 


Source: Robert E. Graham, Jr., State Income Payments in 1951. 


and 17 (Washington, D. C., August 1952). 
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Percent of United States 

average per capita income Percent change 

1929— | 1940— | 1944— | 1950- 
1929 | 1940 | 1944 | 1950} 1951 1940 | 1950 | 1950 | 1951 

45 47 61 58 60) —12) +212) +20) +13 
45 44 56 57 58) —17| +224) +26) +13 
71 81 87 84 81 —3| +157; +19 +7 
48 55 66 67 70 —4| +203} +26) +15 
55 54 61 64 67; —17| +197} +30) +16 
61 62 71 72 72| —14| +191) +26 +9 
40 35 50 49 49} —25) +244) +20) +10 
45 55 61 66 66 +2} +203} +34) +10 
37 50 58 58 63} +14) +192) +25) +20 
51 55 70 67 67 —~ 9) -- 204) -- 191) -- Ti 
62 78 80 80 82 +6} +157) +24) +13 
84 81 83 86 90) —19} +166) +29} +15 
56 62 69 79 82 —7| +218} +42) +15 
67 62 81 74 75} —21) +198) +14, +10 
68 72 84 89 89) —11) +209] +31) +11 
137; 126) 115) 122) 122) —22) +142; +381) +10 
86 94; 100} i01; 104 —?¢| +168} +26) +13 
110; 113) 115; 110) 109) —13}) +144, +19) +10 
110) 112) 113) 110) 114) —14) +147) +421) +14 
93 90 97; 100; 102} —19) +178; +28) +13 
80 85 89 98 97; —11) +189) +836 +9 
78 74, 100 94 92; —20} +218) +16 +8 
83 89 84 93 93} —10} +162; +38) +10 
90 88 90 97 96; ° —17) +176). +34 +9 
82 15 97; 103 95) —22) +241) +32 +2 
57 65 93 89 89 —4| +243) +19) +10 
61 66 90 89 97 —9| +238) +22) +19 
91 90 88 97 99, —16) +168} +36) +12 
76 cid 89 87 86, —14) +183) +22 +8 
89} 100; 104; 111; 110 —4| +176) +82 +9 
79 83 91 88 90; —11) +165; =F 19|~ -=-12 
101; 105 94, 106) 109) —12} +151) +89) +13 
139} 140) 132) 122) 122) —15) +119) +15) +410 
120) 148) 119) 129) 128) (@) +127)... +35 +9 
94; 100) 112) 105; 104; —10) +163) +416 +9 
105} 110) 129) 113) 111) —11) +157 +8 +8 


Survey of Current Business, vol. 32, No. 8, pp. 11 
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Inflation during recent years vitiates much of the signifi- 
cance of the increases in dollar income. If one converts the 
actual dollar income each year to the purchasing power of the 
1939 dollar, the average per capita income increased only 54 
percent from 1929 to 1951, rather than the 133 percent which 
reflects dollars without regard to purchasing power. On the 
same basis (1939 dollars) national income has increased 95 
percent, rather than 218 percent, in that period. 


Table 8.6.—Trends in per capita income and national income, current dollars and 1939 dollars 






































Per capita income National income 
Year 
Current 1939 Current 1939 
dollars dollars ! dollars dollars ? 

TOD9 oh See eee ae eee nee COR) eS, eT «ee $680 $552 $87, 355 $72, 254 
1930 2 ee ee on eee ee ot Ae 2 oe eee ae 596 496 75, 003 64, 491 
TOS 1A) tere be pee ea ae 2. Spee Me 2 ee ny 2: eet eee, Dee Bee 500 457 58, 873 56, 070 
5 2 A ae seg I eb DS LN vu RO Ly A hee ced ge dee “acs 380 387 41, 690 44, 257 
193830 Sb ee eR a ee es eee ea 368 396 39, 584 43, 643 
1034... SS ge ee oe See ee Sere we} eae gear ee 420 436 48, 613 50, 904 
1 BIRD ae Seca GEN «SERENE oh Ia Neen apa be Mga, SOS So 460 466 56, 789 58, 126 
1G36 ot See Be ee EP een ees ek. >= Mee pene 531 533 64, 719 65, 838 
TOS 7.2 Vee te ae. Oe ee ne ee Sere = ee eee ee 561 543 138,020 71, 691 
T9382: Gems 2 ee A eS ne De ee Se eee ee eee 509 502 67, 375 66, 774 
1939 228 fa Be I ee ee ae ae oe 539 539 72, 532 72, 532 
TOAQ Se Tee ee ee ee ee ee oe ee, ee eee 575 570 81, 347 80, 145 
[04 1=- 25 5 ee ee ee eee eo ae re 693 655 103, 834 94, 826 
TO49 >" Pee eee ee ee ee ee Rees eee 876 747 137, 119 110, 047 
1943. -Wee S30 ees eee eee ee ee) ec 1, 059 851 169, 686 127, 201 
104A. Ce ar es ee ne ee ee ee See) ee Cee) ee eres 1, 160 917 183, 838 134, 977 
O45 &: Bek Te ae eee eee ee ee ee 2 ee ee 1, 191 920 182, 691 130, 215 
1946... 2-0 2 Bo eee ee, eee. See) eee if OAL 883 180, 286 118, 143 
1.047, (e920 sn Pa ae ee 7 Ree RS. eae eee 1, 293 805 198, 688 117, 846 
TO4S. > eee ee ee ee ee ere te ee eee 1, 383 800 228, 469 123-730 
1:949 ite Foc Beet eae ee eel me See ee eee eee ro 20) WEE 216, 259 120, 546 
T1950 2 eet. tee ee ae ee em eee 28 fees eee Cee ES 1, 486 831 239, 170 130, 267 
TOG De ES Pe ee | in Seg a eee ee 1, 584 848 277, 554 141, 034 
‘Percent increase 1 929-105 lakes ee. eee 2 eee 133 54 218 95 
1 Current per capita income adjusted by the Bureau of Sources: Robert E. Graham, Jr., State Income Pay- 
Labor Statistics Cost of Living Index, for moderate income ments in 1951. Survey of Current Business, vol. 32, No. 

families in large cities, shifted to a 1939 base. 8, p. 17 (Washington, D. C., August 1952). 
2 Current national income adjusted by the Department of Department of Commerce. Survey of Current Business, 


Commerce price deflator for gross national product. vol. 32, No. 7, pp. 138-28 (Washington, D. C., July 1952). 
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Chart 8A.—Per capita and national income, current dollars and 1939 dollars, 1929-51. 







Per Capita National 
income Income 
(Billions) 


$1800 $300 
Per Capita Income 
Current Dollars 
1200 200 
no onseet 
Per Capita Income 
1939 Dollars 
ae ee tae eg h 
600 100 
National Income 
1939 Dollars 
Current Dollars 
O O 


1930 1935 1940 1945 1950 


Source: Department of Commerce 
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For each income group, the percentage of spending units 
without any liquid assets, such as bank deposits or postal 
savings, has increased during the period 1947 to 1952. 

In 1952, liquid assets of $2,000 or more were held by 12 
percent of the spending units with less than $1,000 annual 
money income, by 12 percent of those with incomes of 
$1,000-$2,999, by 19 percent of those with incomes of $3,000- 
$4,999 and by 40 percent of those with incomes of $5,000 and 
over. 

Thus, in 1952 more than four-fifths of all those with in-— 
comes under $5,000 had less than $2,000 in liquid assets. 
Three-fifths of those with incomes of $5,000 or more held 
less than $2,000 in liquid assets. However, because of the 
very large holdings of some spending units in the group with 
incomes of $5,000 or more, the 10 percent of the families with 
the highest incomes held 40 percent of all liquid assets in 1952. 
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Table 8.7.—Size of liquid asset holdings within various income groups, 1947-52 














Percentage distribution of spending units by amount of 
liquid assets held 2 











Income group! and year = 
e $500— $2,000- | $5,000 
No assets | $1-$499 | ¢i 999.1 $4,999 | and over 
Under $1,000: 
Beefs. dt) OOS s')_ jo yhihidasth we 51 27 15 5 2 
sh apart Reey ee S lS Ts P 56 21 14 6 3 
Sete ee eS) PIOUS JON DSS T aig 56 24 12 5 3 
ee ee a eens eS Sete eee e 56 23 11 6 4 
eee PEER CEO ALIA OS AAR 53 24 13 6 4 
a PA ett oe be ods bars) aicld era dd nen A 60 17 ua 6 6 
$1,000—$2,999: 
|. eS aa PYLE Fv VLotS ele yer oo 27 31 30 9 3 
er es fo Se oo et ee 34 32 23 7 4 
1M ee appeals LS I AE LLU ya a) OLE a DSR Ty 38 29 21 8 4 
Se Sees oP oe US eis Men 39 29 18 9 5 
ee ee ee NY CHAIR «AE ig apne 8) 39 31 19 7 a 
LMS fer ca Lceyegs PS ee ae ee ee Peer eet phy ote ee 44 28 16 8 4 
$3,000-$4,999: 
eee 2 OD Sst oly & oth) oreiteieeeey 10 24 34 24 8 
i ee ee SS ee ee ee 14 31 30 18 if 
tee eee So SOW MT 30 BOUT 6 19 35 25 14 if 
TER yee =e pap pala TSI UR he eee Bee 9 | 21 82 25 15 (4 
srt ee ere te ee ee en eee 19 37 27 12 5 
PR oe or rr re ae epee RT 21 38 22 14 5 
$5,000 and over: 
freee MS Oh Ee ae eee ee eee 10 22 27 41 
URN cece A le ei ES 2 13 24 27 34 
Ribs ee ee eB Le ee eR arent 5 17 23 25 30 
iP eesti tre i ee era eee 4 22 25 23 26 
WS 22 a2 2 Cente eel eee eR BRE Ste, Fhe Rin 852 4 22 29 22 23 
CGD. | re {98 DVO ATE Con seem me por STA TS et 8 26 | 26 20 20 








1Income groups are based on annual money income 
before taxes of year previous to interview. 

2 Includes all types of U. 8. Government bonds, check- 
ing accounts, savings accounts in banks, postal savings, 
and shares in savings and loan associations and credit 
unions; excludes currency. Liquid asset data are based 
on interviews in January, February and early March of 
the years indicated. 








Sources: Federal Reserve System. 1950 Survey of 
Consumer Finances. Federal Reserve Bulletin (Washing- 
ton, D. C., December 1950). 

New Federal Reserve System. 1952 Survey of Con- 
sumer Finances. Federal Reserve Bulletin (Washington, 
D. C., September 1952). 
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From one-fourth to one-third of cases admitted to the 
public assistance rolls in 1949 were approved for public aid 
directly because of the illness or disability of the recipient or 
of the person on whom the recipient relied for support during 
the 6 months preceding admission to public assistance. 

Illness or disability may also have been the indirect cause of 
dependency in other instances where the stated direct cause 
was loss of employment, decreased earnings, death of the 
wage earner, depletion of savings, or loss or decrease of 
contributions from relatives outside the recipient’s home. 

This record of admission to assistance does not reflect the 
cause of dependency for the millions of persons receiving 
public aid who were approved for assistance in earlier years. 
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Table 8.8.—Percentage distribution of cases opened for public assistance, by type of assistance and reason for opening, 1949 





Reason for opening 





Old-age 
assistance 





Number of States reporting 


Pre or Openings) J2UIIUUES UC 2 es) Ve egal oe 361, 034 





Material change in economic circumstances during last 6 months__ 


Discontinuance of unemployment benefits___________________________ 
Loss of employment or decreased earnings_______________-_-__--_-_-- 























iemamevearner «.cjoath.or absence... .. as... 8 See anene Seles 
Discontinuance of service-connected income..______________-__-___--- 
Pevleuon Of savings or other assetsl_vi tbs... Sess See a 
Loss or decrease of contributions from relatives outside the home--__-_-_-__ 
Other change in economic circumstances___....___..i2....-_.-2 42... 

















No material change in economic circumstances during last 6 
BUOMTI Mo eee ee a rc er rn 


Suan ecMeltnweoracency policy .22....-~<.. gee. 29a e see eee cee 
Peimnmene or technical eligibility. ........-......L2.-- 2 22 
ii bermemmrnc | F 408 2. fat... | ROR Se eee 





























Aid to : 

Aid to 

dependent : 
children the blind 

37 35 

181, 295 9, 415 
100. 0 100. 0 
88. 1 65. 8 
ie HG 
42.7 43. 0 
29. 0 32.7 
13.8 10. 3 
bo em — nde 2.2 
‘9 8 
3.4 9.8 
5. 6 4.0 
5.3 47 
11.9 34. 2 
aA 9 
47 19.0 
7.0 14.3 


100. 0 


General 
assistance ! 


13 
134, 339 








93. 8 





4.5 
70. 2 


1 Excludes cases opened to supplement payments made under one of the special types of public assistance. 


2 Less than 0.05 percent. 


Source: Social Security Administration. 
Security Bulletin, vol. 13, no. 7, p. 13 (Washington, D. C., July 1950). 


Reasons for Opening Cases for Public Assistance, 1947-49. Social 
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Studies of Michigan families indicated that the proportion 
of persons who had untreated symptoms of illness was greater 
among those with lower family income. 

Among rural families more than half the individuals in the 
income group of under $1,000 had one or more untreated 
symptoms, while the proportion was 11 percent for those in 
the income group of $5,000 or over. 

In the urban families, almost two-fifths of the persons in 
families of the lowest income level had one or more untreated 
symptoms, as contrasted with less than one-tenth of those in 
the highest income group. 

The findings relative to untreated symptoms needing med- 
ical attention were validated by having a random sample of 
persons who had been interviewed undergo clinical examina- 


tion. 


confirmed the data furnished in the interview. 


In 80 percent of these examinations the clinical findings 


Table 8.9.—Level-of health and health care of individuals in Michigan families, by residence and by gross income o- 


Residence, symptoms, and treatment 





RURAL 


Number oLandividualse a... eee ene 
Percent) oir Ae ee ee eee eS 


No positive symptoms li, Jo Sou os ge!) Te 
All pave symptoms treated: 

y M. 
By"noneM Ay. becca re eee 
One or more untreated symptoms_._- 


—~ 


URBAN ? 


Niumber-of-indiyviduals eee. eee eee 
Percent 72) ee ee 2 ees 


No positive symptomsae. =e eee 
All positive symptoms treated: 








1 Individuals for whom income was not reported are 


excluded. 
2“Urban’’ is exclusive of the Detroit area. 


the survey. 





A total of 
153 households and 548 individuals residing in fringe 
areas are excluded from this table although tabulated in 


family, 1948 





Under | $1,000- 
$1,000 $1,999 
159 309 

100. 0 100. 0 
32.7 50. 4 

15.7 14.4 

peov yee 2. 0 
51. 6 33. 2 

92 241 

100. 0 100. 0 
45.7 62. 7 

16.7 15.4 
eee ees Le 
38. 0 21.5 


Thaden. 





Gross income ! of family 








$2,000- | $3,000— 
$2,999 $3,999 
528 357 
100. 0 100. 0 
59. 5 58. 0 
14. 8 it 
6 i 
25.1 24. 3 
418 323 
100. 0 100. 0 
51.7 715 
26. 1 14. 2 
906) hie ere) Ye 
22. 0 14.3 














$4,000— $5,000 

$4,999 and over 
166 94 
100. 0 100. 0 
66. 3 65. 9 
19. 9 17. 0 
1.2 6. 4 
12. 6 10. 7 
167 140 
100. 0 100. 0 
61. 6 70.1 
24. 0 20. 7 
1.8 a 
12. 6 8.5 





Source: Charles R. Hoffer, Duane L. Gibson, Charles 
P. Loomis, Paul A. Miller, Edgar A. Schuler and John F. 
Health Needs and Health Care in Michigan, 
Special Bulletin 365, pp. 82-83. 
(East Lansing, Mich., June 1950). 


Michigan State College 
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According to a survey in 1935-36 among people in 83 cities 
who were not receiving relief, illness caused much more disa- 
bility in families with incomes of $1,000 or less than in those 
with $3,000 or more. For every 100 days of disability from 
all causes among those with incomes of $3,000 or more there 
were 167 days of disability among those with incomes below 
$1,000. For every day of disability caused by hernia or 
tuberculosis in the high income group there were about 4 
days of disability from the same causes in the lowest income 


group. 


Chart 8B.—Ratio of annual per capita days of disability in the lowest-income group to that in the highest-income 
group, 1935-36. 


Diagnosis Ratio 
fe) 1.00 2.00 3.00 4.00 

Hernia 4.35 

Tuberculosis 3.92 

Varicose veins 3.29 

Blindness, deafness 3.12 

Orthopedic impairments 2.51 

Diabetes 2.31 

Nervous and mental diseases 2.12 

Rheumatism 2.02 

Diseases of skin and cellular tissue 1.76 

Accidents 1.67 

Cardiovascular-renal diseases 1.58 

Cancer and other tumors 48 ee 

Pneumonia 1.20 

Tonsilitis, tonsilectomies 1.08 





Common communicable diseases of childhood .86 
ALL DIAGNOSES 
t 


Appendicitis 


Source: National Health Survey 
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According to a survey in New York City in 1935, among 
persons not on relief but with annual income of less than 
$1,000 there were 50 chronic illnesses (symptoms lasting 3 
months or longer) per 1,000 persons, as compared with 26 
per 1,000 among persons with family income of $3,000 or 
more. 

In the lowest income group an average of 8.7 days of disa- 
bility per person was reported for these chronic conditions in 
a 12-month period; in the highest income group there was a 
rate of 3.4 days of disability from chronic illness. 

Both of these income groups had about 95 acute conditions 
(symptoms lasting less than 3 months), per 1,000 persons 
which caused about 2 days of disability per person per year. 
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Table 8.10.—Frequency and disability rates of illness, classified as acute or chronic on the basis of the duration of symp- 


| Srateihaaes to relief status and annual family income, by sex, in the white surveyed population of New York City, 


8 Pe EE td) AE Eee eee 


Nonrelief—annual family income 


All bp egy bana scenes wate ccc pve de 
. Relief 
comes Under | $1,000 to | $2,000 to |$3,000 and 
$1,000 | $1,999 | $2,999 over 


Duration of symptoms and sex 





Frequency rate (disabling illnesses 2 per 1,000 persons) 3 


BOTH SEXES 
ea Se aa en 135. 3 201. 1 145. 1 125. 2 iival 120. 7 


























Symptoms: 
Less than 3 months (acute)_______________ 94. 9 122. 9 95. 2 90. 9 87. 0 94. 7 
3 months or longer (chronic)______________ 40. 4 (hey? 49.8 3453 30 25. 9 
MALES 
ST ea er Aig al UM EAG, 127. 4 104. 6 101. 2 102. 8 
Symptoms: 
Less than 3 months (acute)_______________ 77. 4 92. 0 73.7 72. 4 74, 1 82. 2 
3 months or longer (chronic)______________ 39. 7 85. 0 53. 7 32. 2 Zia 20. 6 
FEMALES 
Slicsiteemenreiee os WAre fp ke 152. 5 222. 4 VOUT 144. 4 132. 1 135. 9 
Symptoms: 
Less than 3 months (acute)__-___________- yi I beets 151. 3 114. 7 107. 8 99. 0 105. 3 
3 months or longer (chronic) .____________- 41.0 ied 47.0 36. 6 33. 1 30. 6 
Disability rate (days of disability per 1,000 persons) ® 
BOTH SEXES 
ES Me ee leew apncecs 8, 490 17, 431 10, 719 7, 009 5, 781 5, 339 
Symptoms: 
Jesathaniommonths (acute) ...../....-.-_- 1, 996 2, 694 2,043 |- 1, 896 bee Ah 1, 898 
smonths or longer (chronic) -.-._.-.---.-- 6, 494 14, 737 8, 675 5, 113 4, 009 3, 441 
MALES 
“Tae (Eien Ee ee ee ee a 8, 809 20, 072 12, 131 6, 869 5, 2438 4, 407 
Symptoms: 
Less than 3 months (acute) __._----------- 1, 649 2, 112 1, 594 1, 534 1, 509 1, 558 
3 months or longer (chronic) -__----------- 7, 160 17, 960 10, 538 5, 334 3, 733 2, 449 
FEMALES 
TRS) SSG dn ce8 Ie Sal es el ea 8, 187 14, 729 9, 589 7, 182 6, 309 6, 146 
Symptoms: 
Bi ise than 3 months (acute) ------- ‘i eee 2, 326 3, 231 2, 451 2, 230 2, 015 2, 193 
3 months or longer (chronic) -------------- 5, 861 11, 498 7, 138 4,951 4, 294 8, 953 
RL ae Becaeer c  e  e Be 
1 i f persons in families with Source: Dorothy F. Holland and Marion E. Alten- 
ee the Co erate aang derfer. Sickness in a Metropolitan Community: The 
2 An illness disabling for 7 days or longer. Results of a Health Survey of New York City, a 62, 
3 Adjusted to the age distribution of the white surveyed table 19. Public Health Service (Washington, Ce 


population of New York City. 1946). 
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ECONOMIC STATUS AND HEALTH 


The National Health Survey conducted in 83 cities during 
1935-36 assembled data on the incidence of illness and the 
relation of illness to socio-economic conditions. Disability 
occurred 60 percent more frequently among relief families 
than among families with incomes of $1,500 or more. Dis- 
ability not only occurred more frequently in the lowest income 
groups but each case lasted much longer. The relief group 
shows an excess of days of disability of about 130 percent 
over all groups with incomes of $1,500 or more. 


Table 8.11.—Annual frequency and average number of days of disability among urban white families, according to 
economic status, 1935-36 





Economie status and income 


Average number 
of days of 
disability per 
person 


Annual 
frequency of 
cases ! 





ee a ae ee eee a2 
La ies Fe RE | pate LEE 232 


pate eas sate | ay 176 
ay eo oot Ve Renee 155 
Reine Be tips 23 ks ae 146 
PRE RI Veet is 145 
SrA ME nee 145 
BPP Pi ANN) 2 lea Ballo 146 


Under $1,000 -2tec peso 2 eee eee 
61000-81409. . ot ante coe sk Be gle ee 
1 DOO=91,000_ 2 born Vena Meas meee cts ee Cees 
pa UU 92,900. ee) ei a ee oe ee nk 
5, 000-$4,.000 5. ot ay eke ee De ee 
$5,000 anciaver! Paw 2) ie Se ee 


— 


rr 
PROS NE 9360 


OMDMDOOOD OPO 








1 Disability was defined to mean inability to work, 
attend school, care for the home or carry on other usual 
pursuits by reason of disease, accident or physical or 
mental impairment. 





Source: Rollo H. Britten, Selwyn D. Collins and 
James S. Fitzgerald. The National Health Survey, Some 
General Findings as to Disease, Accidents and Impair- 
ments in Urban Areas. Public Health Reports, vol. 55, 
No. 11, Mar. 15, 1940. Reprint No. 2143, pp. 10-11 
(Washington, D. C.). 
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The National Health Survey, conducted among white 
families in 83 cities during 1935-36, found a concentration 
of persons reported to be unemployable by reason of chronic 
disability in the low-income and relief groups. There were 
13 times as many persons unemployable because of chronic 
disability in the relief group as in the group with incomes of 
$5,000 and over. The differences were most marked at 
ages 35-44. 


Table 8.12.—Percentage of working population reported to be ‘‘unemployable’’ by reason of chronic disability, classified 
by age and economic status, 1935-36 














Percentage prevented from seeking work, in specified age groups 
Annual family income and relief status aa 
ota 
15-64 15-24 25-34 35-44 45-54 55-64 
ORION om COMME 2.24 cf bist eho ew ken sine 1. 10 17 . 42 1. 08 1. 78 3. 99 
ievelile. 1S Be) eS ae a ee 2. 87 34 1. 36 3. 07 4. 83 9. 49 
Nonrelief: 
Pinon neers ed Jeri 8 te 1. 44 pike 47 1, 47 2. 35 4. 99 
Cc Se IE Ses. 0 Se ee Pe . 66 eal . 22 . 64 1. 09 2. 68 
A SO ee ee a . 46 saul uh? . 39 . 73 1. 85 
a om ao . 39 me . 19 . 30 . 50 1. 58 
SURES tee ae . 28 . 08 . 08 . 16 . 39 ileal fe 
SINE an yvoro ese eo Oe ee . 22 . 10 .14 4s 5 | . 20 . 78 





Source: George St. J. Perrott, Clark Tibbitts, and Rollo H. Britten. The National Health Survey, ed and 
Method of the Nationwide Canvass of Sickness in Relation to its Social and Economic Setting. Public Health Service 
Reports, vol. 54, No. 37, pp. 1663-1687 (Washington, D. C., Sept. 15, 1939). 
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ECONOMIC STATUS AND HEALTH 


In 1949 special questions were added to the Bureau of the 
Census Current Population Survey (covering a carefully 
selected sample of 25,000 households) in order to obtain 
information on the number of disabled. The survey covered 
the civilian noninstitutional population 14-64 years of age. 

Nearly three-fourths of all persons disabled for 7 months 
or more had worked before becoming disabled. The per- 
centage of disabled men who had worked before becoming 
disabled (86 percent) was significantly greater than for 


disabled women (51 percent). 


Table 8.13.—Percentage of persons disabled 7 months or more who worked before becoming disabled, by age and sex, 
February 1949 





Age group 


Wb:60 04.0 OR sed tense eip Bboe ucla ts ee eee 


1 Persons who, on the day of enumeration, were unable 
to do their regular work or other duties because of sickness 
or disability, and those who had a long-term physical or 
mental condition that allowed them to work only occa- 
sionally or not at all. 

2 Length of time before the day of enumeration that the 
disabling condition had prevented the person from doing 





Percentage of those disabled ! for 7 months 
or more 2? who worked before disability 





Total Male Female 
Pe Ae 0 TORS 86. 2 50. 8 
1s Mest 2928 > 18. 6 27.9 4.9 
SX eee 25. 0 Barf) 19. 4 
So oS es eee 65. 4 7s, A jist 
en eens 2 Go dock. 86. 7 60. 2 
Bh ees 83. 1 96. 1 63.47 
bee 2 80. 6 97. 9 47. 8 


his regular work or other activities or allowed him to work 
only occasionally or not at all. 


Source: Marjorie E. Moore and Barkev 8. Sanders. 
Social Security Bulletin, Extent of Total Disability in the 
United States, vol. 13, No. 11, p. 14, Social Security 
Administration (Washington, D. C., November 1950). 


ECONOMIC STATUS AND HEALTH 


The loss to the economy arising out of disability has been 
estimated as between $34 and $60 billion dollars during 1951. 
This can be compared with a national income of $278 billion 
in 1951. About half the estimated total loss was incurred 
through partial disability, that is, reduced productive 
capacity due to illness and accidents which do not totally 
incapacitate. Temporary disability was responsible for less 
than 20 percent of the total loss. and extended or total 
disability for roughly a third. 
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Table 8.14.—Estimated monetary losses incurred through disability among persons who are, or would be, in the labor 


force were it not for their disability, 1951 


I, Annual losses through temporary disability: 1 


A. Average working days lost per person in the labor force2_______________..__._...... 6-7. 
Bememnorrrant ave Oat otirs s- Sng ee hee Re on ee ee se Ey 366-427 million. 
Ree yerece oarnine loss’per worker 4-00" 7402 Ss RAR es ey CT $78-$98. 

D. Aggregate earning loss 


$4.76-$5.98 billion. 
ke Percentage due to occupational accidents and illness_________________________ About 7 percent. 
2. Losses incurred by nonoccupational illnesses and accidents____________________ $4.4—$5.6 billion. 
E. Aggregate loss to the economy (including losses by workers, families, employers and the $6.6-$10.6 billion. 
4 economy at large—includes occupational accidents and illnesses) .4 
IJ. Annual losses through extended or permanent total disability: 5 


A. Total man days lost 6 
B. Aggregate earning loss 


C. Aggregate loss to the economy 
III. Annual losses through partial disability: 7 
A. Aggregate earning loss 


1Temporary disability includes all disabilities with a 
maximum continuous duration of 6 months or less and the 
initial 6 months of disabilities which last longer. 

2 Based on data from sickness surveys made by the 
Bureau of the Census; also Monthly Labor Review, 
Department of Labor, September 1948, pp. 235-239; 
Disability Among Gainfully Occupied Persons, Social 
Security Board, Bureau of Research and Statistics, 
Memorandum No. 61, 1945; Manual of Industrial Hygiene, 
by W. M. Gafafer, 1943, pp. 420-466. 

3 Annual Report of the Labor Force, 1951; Current 
Population Reports, Labor Force, Bureau of the Census, 
Series P—50, No. 40, May 19, 1952—61i million employed. 

4Survey of Current Business, U. 8. Department of 
Commerce, Office of Business Economics, National Income 
Number, July 1952. ; 

5 Disabilities lasting more than 6 months exclusive of 
the initial 6 months. eres 

6 Derived from Extent of Total Disability in the 
United States, by Marjorie E. Moore and Barkev 8, 


1. Percentage due to occupational accidents and illnesses 
2. Losses incurred by nonoccupational illnesses and accidents 


1. Percent due to occupational accidents and illnesses 

2. Losses attributable to nonoccupational illnesses and accidents 

B. Aggregate loss to the economy__________._______- 

IV. Annual losses from total and partial disability—1951: 8 
Pee urterave earmming loss!) 
Losses incurred by nonoccupational illnesses and accidents__._._____________._-____-- 

B. Agesregate loss to the economy_.___.____.--_.---- 


550-750 million. 
$7.53-$10.27 billion. 
About 5 percent. 
$7.2—$9.8 billion. 
$10.5-$19.3 billion. 


$12.3-$16.2 billion. 
10 percent. 

$11.1- $14.6 billion. 
$17.1—$29.9 billion. 


$24.6-$32.4 billion. 
$22.7—$30.0 billion. 
$34.2-$59.8 billion. 


Sanders, Social Security Bulletin, November 1950, and 
supplementary data. Estimated that a minimum of at 
least 2.2 million to a maximum of 3 million persons of all 
ages who would normally have been in the labor force 
were disabled by long-term or permanent disability— 
includes institutional population and potential workers in 
all age groups. 

7 Partial disability is defined as reduced productive 
capacity induced by illness and accidents which do not 
totally incapacitate. There is no precise way of measuring 
this reduction, but under State Workmen’s Compensation 
laws the volume of partial disabilities, as measured by 
monetary indemnifications exceeds the combined volume 
of permanent and total disability. 

8 To this should be added also losses resulting from 
premature death to assess the total monetary loss of illness 
and preventable deaths. 


Source: Barkev S. Sanders, Bureau of Old Age and 
Survivors Insurance, Social Security Administration, 
Federal Security Agency (1952). 
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9. FAMILY EXPENDITURES 


Consumers’ expenditures for medical care annually repre- 
sent about 4 percent of their total disposable personal income. 
The amount spent by consumers for medical care has in- 
creased steadily from about $2 billion in 1933 to nearly $9 
billion in 1951. During the depression years of the 1930’s, 
less money was spent for medical care than in 1929, but it 
represented a larger share of consumer income than 
previously. 

In 1951 the largest share of the consumer’s medical care 
dollar was spent for physicians’ services, about 28 cents. 
Hospital care accounted for about one quarter of the medical 
dollar with expenditures for drugs taking somewhat less than 
20 cents. 

Expenditures for care in private hospitals and sanitaria 
have increased from 13 percent of all medical care expendi- 
tures in 1929 to 24 percent in 1951. 


Norre.—Further information on family expenditures is contained in Medical 
Care and Costs in Relation to Family Income, A Statistical Source Book by 
Helen Hollingsworth, Margaret C. Klem, and Anna Mae Baney, Social Security 
Administration, Bureau of Research and Statistics, Memorandum No. 51, May 
1947. 
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Table 9.1.—Disposable personal income and percentage distribution of consumer expenditures for medical care by 
item of care, selected years, 1929-51 


rE ee ers eee tin PN be Art pearit peed 














Item 1929 19383 1937 1940 1945 1950 1951 
Disposable personal income (millions) ______________ $82, 484 |$45, 165 |$71, 055 |$75, 743 |$151, 060/$205, 504/$224, 975 
Total consumer expenditures for medical care (millions)_| $3, 003 | $2,005 | $2, 705 | $8,054 | $5,099} $8, 329] $8, 918 
Percent of personal disposable income__________.___ 3. 6 4.4 3.8 4.0 She! 4.1 4.0 
Percentage distribution, by item of care____________ 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 
Penns... Fed SEOUL [i ALA 99 31. 9 30. 8 31. 6 29. 9 26. 3 28. 5 28. 3 
Ne a et 16. 0 13. 8 12.9 13.7 12.7 11.5 if ea! 
Mereopathic physicians!) 22") 2 Ly Yeerks 1. 4 173 1.3 Nes toy 1.4 1.4 
ae elt ou 4. yey ele et tr) coe 3.8 2.9 2.5 1.9 1.6 1.4 1.3 
Practical nurses and midwives_-_____._---_---- 2.9 ieetrg 1.9 eat 1.6 1.3 1.4 
Seremmrnctors idee Ohce 3 Jos hea 1¥6 1.3 1,2 192 es Tek tek 
Chiropodists and podiatrists__________________ pea: .6 7G AG ag ai 5th 
Miscellaneous curative and healing professions.__ .9 a .6 . 6 .6 a0 .5 
Drug preparations and sundries_______________ 20. 1 21.-3 20. 6 21.0 22. 9 17. 4 17. 6 
Ophthalmic products and orthopedic appliances_ 4.4 4.6 ited (a hod 6. 7 5.7 fal 
Private hospitals and sanitariums____________-_ 13. 4 18. 1 16.8 17, 2 18. 1 23. 6 24. 0 
Net payments to group hospitalization and 
health associations !_____________ fi ee —— — ot 5 .9 1.6 1.4 
Accident and health insurance—net payments 2__ 2.8 2.8 3.7 4.1 5. 5 5. 4 5.3 
Student fees for medical care________________- HL 1 Bt Al (3) cell (3) 


1 Represent premiums minus claims paid. 


2 In recent years as much as half of this item may relate 
to disability rather than medical care protection; it was a 
larger proportion in earlier years; it is offset by other med- 
ica] expenditures not known for earlier years such as pay- 
ment for care in public hospitals, income of physicians in 
salaried practice in prepayment organizations and by 
exclusion of all net payments for mutual accident and 
sick benefit associations, some part of which relates to 
medical care protection. Consumer expenditures in re- 


234763—53 21 





cent years are as follows if these adjustments are taken 
into account: 1950, $8,248 million; and 1951, $8,816 million. 
3 Less than 0.05 percent. 
Sources: Department of Commerce. National Income: 
1951 edition, pp. 194-195 (Washington, D. C., 1951). 
Department of Commerce. National Income and Prod- 
ucts of the United States, 1951. Survey of Current 
Business, vol. 32, No. 7,p. 24 (Washington, D. C., July 1952). 
Social Security Bulletin, December 1952, vol. 15, No. 12. 
In press. 
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FAMILY EXPENDITURES 


The cost of a certain “package’’ of medical services has risen 
less than the cost of all consumer goods and services during 
the past 15 years. Taking 1935-39 as the base period, 
the cost of these certain priced items of medical care and 
drugs has risen 55 percent as compared with an 86 percent 
increase in all consumer items priced. From 1950 to 1951, 
the consumer price index rose from 172 to 186, an 8 percent 
increase over the year, while the price index for medical care 
and drugs rose from 153 to 161, an increase of 5 percent. 

The consumer price index (commonly referred to as the 
cost-of-living index) and its component part, the index of 
medical care prices, are based on estimates made by the 
Bureau of Labor Statistics, Department of Labor, of the 
changes in the cost of items most commonly purchased by 
moderate-income families. The Bureau of Labor Statistics 
prices about 200 items in 34 large cities; the same items are 
priced each month and each item is weighted in the index 
according to the spending patterns of the average family. 

The index has several inherent limitations. The index 
reflects the purchases made and the prices paid by moderate- 
income families in large cities. To the extent that either 
price changes or the type of purchases of other income groups 
or of persons living in smaller communities vary from the 
pattern for the city wage earner, the index fails to provide a 
national picture. Further, the index is based on only a few 
items. In the index of medical care costs, the surgeons’ fees 
are based on only two procedures, appendectomy and ton- 
sillectomy. Although these fees are among the most stand- 
ard surgical fees, fees for other surgical techniques are not 
reflected in the index. Similarly, the newer drugs are not 
included in the index. 


FAMILY EXPENDITURES 
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Table 9.2.—Consumers’ price index and price indexes for medical care for moderate-income families in large cities, 
1949-51 


[1935-39 = 100] 








Item 1949 1950 

Consumers’ price index___-____- 170. 2 | 171.9 

Medical care and drugs- _-_-_--_- 144.9 | 147.9 

Medical care, excluding drugs____| 149.7 | 153.1 
Physicians’ fees (general 
practitioner, surgeon, 

EE i, as 137.9 | 140.0 
General practitioners’ 

Hehiodte eeqe phages IS y hese Cipaal le is 48 ike: 

Office visit __- -_--_- 139.0 | 140.9 

House visit_ _ __-_-- 131.4 | 133.9 

Obstetric case _ - - -- 155.6 1 157.3 
Surgeons’ and special- 

isismiecs...- + 22 22.2 =|-138.749)° 14076 
Appendectomy, 

ACUIbe J. 8. Set 35 134.2 | 137. 4 
Tonsillectomy, 

lic. 2.  $h . .. 142.8 | 144.0 




















1951 Item 1949 
185. 6 || Medical care excluding drugs— 
155. 0 Continued 
160. 9 Dentists’ fees___-_2---=--- 150. 6 
Hallinigst2 2 Se eee 150. 9 
Hxtractionse sss] s2eee= 152. 9 
145. 2 Optometrists’ fees, eye- 
glassed. fet = 20 ot asec a Phe 127. 6 
145. 2 HOSp ita lr atese a oe 226. 8 
146. 0 Men’s pay ward _-__---- 203.0 
138. 3 Semiprivate room__---- 221. 7 
167.3 Private room._-----L=_ 207. 7 
Group hospitalization !_ __-_- (1) 
144. 3 || Prescription and drugs____------ 123. 3 
Prescriptions shee 54 137. 1 
141. 6 
147. 2 





1950 


bo 
(op) 
OONIMOIwWwco oOow 


_ 
tS 
Ors 
aI 


1951 


160. 
159. 
164. 


134. 
260. 
297. 
253. 
233. 
103. 
128. 
147. 


NPR NODNOD Crore 





1 December, 1950=100; group hospitalization was not 


priced in 1949. 


Source: Frank G. Dickinson. 
Medical Care Prices. 


The Cost of Living and 
Journal of the American Medical 


Association, vol. 149, p. 1157 (Chicago, IIl., July 19, 1952). 
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FAMILY EXPENDITURES 


For all income groups combined, more than one-half the 
families in each of three eastern cities surveyed in 1947 spent 
$100 or more for medical care. 

In the lowest income group (under $3,000) more than 
one-third of the families in each city had medical expenses of 


$100 or more. 


In the highest income group ($5,000 and over) medical 
expenditures of that amount were reported by 80 percent of 


the families. 


Table 9.3.—Percentage distribution of families and single persons in selected cities, by income group and by amount of 


medical expenditures, 1947 














Families 
Income group rh 
Number | Percent 
MANCHESTER, N. H. 

All incomes! === 322 = = 190 100. 0 
Under 53,000_. 7.2222 eee eee 74 100. 0 
$3,000-$5,000...2- -- Looe ease. 2a. 85 100. 0 
$5,000 and oVeric:<2eee5-ese<e= i 31 100. 0 

WASHINGTON, D. C. 

ATTA COMGS.- 2c. ee dee eee re PAs} 100. 0 
Under $3,000 22.5 cee 65 100. 0 
$3'000-$5/0002 22. eee 93 100. 0 
$5,000 ‘and over.-_. aeeeee_st errors: 115 100. 0 

RICHMOND, VA. 

(All incomes~2pe2 ease 178 100. 0 
Under/$3,000 22 2 eee eee ene 76 100. 0 
$3,000-$5, 000... 4,454 - as peace as- 67 100. 0 
$5,000 and overs... .--- oe <5 35 100. 0 





Av: 


20. 
18. 


16. 


33. 
16. 


16. 


31. 
3. 
11. 


Orc |}! oH moo | > 


moc | 0 








oo) 
sea lia 
2000 | & 


no 
mat 
wra~r |] co 





Under $40 | $40-$100 | $100—$300 | $300-$50 


Percent of families with specified medical expenditures 





ee | re | Sg | ES | 


0 $500 and 
over 
38. 9 7.4 4.7 
33. 8 4.0 4.0 
35. 4 8.2 4.7 
61. 3 13. 0 6. 4 
41. 0 16. 5 fiat! 
Qile dh 6. 2 4. 6 
40. 9 19. 4 3. 2 
48. 7 20. 0 13. 1 
41.0 7.9 7.9 
32. 8 5.'3)| Sore 
49. 3 8.9 feds 
42.9 11.4 25.21 








Source: Public Health Service. Prepared from unpublished data of the Bureau of Labor Statistics (Washington, 


D. C., 1947). 


FAMILY EXPENDITURES 


In 1941 the average medical care expenditure, though 
higher in absolute amounts among higher-income groups, 
represented a larger percentage of income for the lowest 
income groups than for the highest. 

Thus, families and single consumers with money income of 
less than $500 spent 9 percent of their income for medical 


care. 


Among income groups with $2,000-$5,000, the pro- 
portion was 4 percent. 
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Table 9.4 .—Average money income and medical care expenditures of all families and single consumers, and percent of 
income spent for medical care, by type of community and money income group, 1941 


Average 


Type of community and Average | medical 


money income group panei 


All families and single 


consumers ss 2-5 DI 22. 272 $1, 974 
epee. ioe. 2554.22 2, 409 
Ruralrontarini es 2. ees _4 ie Swe! 
Aigo ee Pee ee! 1, 134 


care 


income | expend- 


iture 


$84 


96 
67 
60 


Percent 
of income 
spent 
for 
medical 
care 





Type of community 
money income group apna 

Money income group: 
4,3 Less than $500_-------- $290 
$500-$999-.... 2i3_4..2 137 
4.0 $1,000—$1,499________-- 1, 242 
5. 1 $1,500—$1,999_________- 1, 736 
5.3 $2,000—$2,999_..-__-_-_-_- 2, 446 
$3,000—$4,999__________ 3, 731 





1 Includes families with negative incomes and incomes 
of $5,000 and over, not shown separately. 


Source: Bureau of Labor Statistics. 
oe ane in Wartime, 1945, pp. 
Dees 


Average 


aa Average | medical 


care 


income | expend- 


iture 


Percent 
ofincome 
spent 
for 
medical 
care 


Bm ST OTUs 
HNO RO 


Family Spending 


71-75 (Washington, 
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Among urban three-person families studied in 1941 medical 
care expenses increased—both in average amount and as a 
proportion of net money income—with increasing family 
income. 

Among rural three-person families living on farms the 
average medical care expenditure represented a higher pro- 
portion of money income among the low-income groups than 
among higher-income groups. 


Table 9.5.—Average money income and medical care expenditures of 3-person families, and percent of income spent for 
medical care, by urban-rural residence and income group, United States, 1941 


























Medical care ex- Medical care ex- 
penditures penditures 
Net Net 
Residence and income group! | money Residence and income group !| money 
income 2 Percent income 2 Percent 
Amount | of money Amount |jof money 
income? income 
Urban: Farm: 
$500-S 150002. 2 saa Se $777 $23 3 $250-$4.99_.._.. S288. * $410 $49 12 
$1,500-$2,000. _ 3=-__-__- 1, 744 90 5 $750-$999 .. -S2e+ccee 881 98 11 
$2,500—-$3,000__ 222. 2__ = 2, 745 97 4 $1,500—$1,999_________- 1, 724 70 4 
$5,000—-$10,000_________ 6, 977 391 6 $3,000—$4,999__________ 4, 138 136 3 
Rural nonfarm: 
$0-$490520-~ |. $95 8 F 377 20 5 
$500—-$999_____________ 744 45 6 
$1,000-91;990 saa ee 1, 719 86 5) 
$3,000—$4,999__________ 3, 726 111 3 
1 Note that income groupings are not the same for all Department of Agriculture Miscellaneous Publication 
three residence groupings of families. No. 661. Guiding Family Spending, pp. 21-22 (Washing- 
2 Includes inheritances and gifts. ton, D. C., 1949). 


Sources: Bureau of Labor Statistics Bulletin No. 822. 
Family Spending and Saving in Wartime (Washington, 
D. C., 1945). . 
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In a study of two New York counties during 12 months 
ending in 1949 the percentage of rural households using the 
services of physicians increased as income increased. This 
relationship was found in both counties for the services of 
general physicians and of medical specialists. 

About four-fifths of households with income of less than 
$1,000 used a general physician while about 95 percent of 
households with income of over $3,000 used a general phy- 
sician. Only about 1 out of 20 low-income households used a 
medical specialist whereas 1 out of 4 of the high-income 
households used a medical specialist. 


Table 9.6.—Use of medical care by rural households in 2 New York counties by service and income group, 12 months 
ending in 3949 














Percent of households! Percent of households! 
using care using care 
Service and income group Service and income group 
Cortland Oswego Cortland | Oswego 
County County County County 
General physician: Medical specialist: 
incgerst O00. .... 12: 7eeees 76. 1 80. 0 Under 300082222 Sees 6. 5 5. 0 
Prae oo 8 88. 8 93. 8 31,000-$2,909_ 2 4. as 19. 8 12. 4 
$3,000-and- overs. --22---_-- 93. 9 95. 4 So, OU0Ctit-Over=——a eee = 22-7 27. 6 




















1Study includes 250 representative rural households 
(950 persons) in Cortland County and 283 rural house- 
holds (966 persons) in Oswego County. 


Sources: Olaf F. Larson and Donald G. Hay. Differen- 
tial Use of Health Resources by Rural People. New York 


State Journal of Medicine, vol. 52, p. 47 (New York City, 
N. Y.). Olaf F. Larson and Donald G. Hay. Use of 
Health Resources by Rural People in Two Central New 
York Counties, 1949. New York State College of Agri- 
culture (Ithaca, N. Y., 1951). 


312 


FAMILY EXPENDITURES 


Medical and dental expenditures of moderate-income fam- 
ilies of wage earners surveyed during 1947-48 in the San 
Francisco Bay area ranged from 0 to $2,628, with an average 
of $297 per family. On the average, the families spent 7.6 
percent of their income for medical care. Some families 
spent as much as 66 percent of their income in one year for 
medical care. 

In interpreting these statistics and the following chart 
based on the same study, it should be noted that the groups 
selected were in occupations where full-time earnings were 
roughly equivalent to the average for San Francisco produc- 
tion workers in manufacturing industries, that is, between 
$3,000 and $4,000. The total income of many families was 
increased by premium rates of pay, overtime pay, earnings 
of other persons, and other factors. The median total family 
income was $300 to $500 higher than Census estimates for 
urban families throughout the United States and $500 to $800 
higher than the Federal Reserve Board national estimates for 
spending units whose head was a skilled or semiskilled worker. 


Table 9.7.—Total expenditures and percent of family income spent for all medical and dental care, San Francisco Bay 


Area, 1947-48 





Familyfexpenditures and percent Families Family expenditures and percent 
of family income spent for all of family income spent for all 
medical and dental care Nomher Dotnet medical and dental care 

FAMILY EXPENDITURES PERCENT OF FAMILY INCOME 
WANT families 3s 6 oe ee pec 455 100. 0 JAE ATG ease eee te 
Average sg ee raga Average percent of family 

Léss-thantS509Us 2 ae eS 48 10. 5 income—’7.6. 

$50—$00 Dive Se ae Sees eda Gus 51 TOD || Less than’2.532ioo™ sat A 

$10026100; co bsatie oe hue: | 115 2000. |2i5=4.9 2 AE PEO RE 

$200-$299" oo ee Be Aes ions 79 Miia lr O— (ears = ee LS Ee ey. 

MOUNT DOOO. ere oa le eee ee Bi RZ Os OLO bre Seco ke ore elt 

S400-$490s te eer ne eee ome 40 Sasa elOOKL2A ts ao oe eee 

DOOUAGU IES Sis sin ae ae adie 23 eb AT Rea eld ee ee Spee os Lo: 

SO00=$699 2 Ae een ee ae 18 POR lO 1 Ol Oe tee bey Oe AE eee ee 

9100-99995 2s). tae ere ee eee 15 Srp 2asO ks i oe is Wel. ee 

$1,000-—$1, 400-4. ee f 9 Ze Ono, Oranduovers = rs |. 21 eee ee 

$1,500 and over______ 2 6 es 





Source: Emily H. Huntington. 




















San Francisco Bay Area, p. 93. University of California Press (Berkeley, Calif., 1951). 


Families 


Number Percent 


455 100. 0 
109 24. 0 
94 20. 7 
86 18.9 
54 11. 9 
31 6. 8 
29 6. 4 
27 5.9 
9 2. 0 
16 3. 5 


Cost of Medical Care: The Expenditures for Medical Care of 455 Families in the 
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About 16 percent of the moderate-income families of wage- 
earners surveyed in the San Francisco Bay area had medical 
bills of $500 or more in the survey year and 28 percent had 
bills of $250-$499. About 22 percent spent less than $100 
for medical care in the year. 

The 16 percent of the families with medical expenses of 
$500 or more accounted for 43 percent of the total medical 
expenses of all families surveyed, while the families spending 
less than $100 for medical care (22 percent) represented about 
4 percent of the total medical bill. 


Chart 9A.—Families and total medical expenditures distributed by the size of the family medical bill, San 
Francisco Bay Area, 1947-48. 


Percent of families 


Percent of the medical 
expenditures made by 
each group of families 





Families spending 


Less than $50 $250 -499 
$50-99 Ea $ 500 and over 
$100-249 


Source: See source, table 9.7. 
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FAMILY EXPENDITURES 


A direct relationship was found between “level of living”’ 
and utilization of medical services in 2 of 4 Mississippi 
counties. The higher the level of living, measured in terms of 
possessions, education, and participation in community activ- 
ities, the greater the percentage of persons using the services 
of doctors, dentists, and general hospitals, and the greater the 
volume of services per 1,000 persons. 

In one county (Bolivar), for which the data related to 
Negroes only, the relationship between lower, middle, and 
upper thirds in the scale of level of living and utilization of 
medical services was not so direct. A partial explanation is 
the fact that over two-thirds of the survey population were 
sharecroppers, many of whom receive medical care as part of 
their “furnish”? which also includes food and clothing. Also 
the range in levels of living among the surveyed families was 
probably not great enough to show clearly the differences in 
use of medical care caused by social and economic factors. 
In another county (Forrest), the middle third exceeded both 
lower and upper thirds in utilization of physicians’ services. 
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Table 9.8.—Percent of persons using selected medical services and volume per 1,000 persons, by level of living, 
4 Mississippi counties 



























































Level of living score ! Level of living score ! 
County and selected medical = County and selected medical a. 2 
services services 
Lower %|Middle %| Upper % Lower % | Middle %| Upper % 
Percent of persons using Volume of services used per 
services 1,000 persons 
Choctaw :2 Choctaw :2 
SS See SLE ae heed 41 47 66 Doctor calls ccpecec ty 1,195} 1,481 2, 769 
Dentist _ _ __ pe er ie ce 13 22 34 Dentists calls= = 22022. = 223 420 719 
General hospital________ 3 5 6 Days in general hos- 
Lee:* ro (oe RES sete 315 365 718 
Bor og SRI, 38 51 62 || Lee:? 
ot a oe eae 10 14 36 Doctorealisa 2.2... 2 1;333 1, 902 2, 502 
General hospital________ 3 4 9 Dentist calise_ = > 170 263 759 
Forrest :3 Days in general hospi- 
| EUYELOY as = eee pee 38 56 on tal ee ee ee es 158 318 569 
la) 2 11 26 33 || Forrest:3 
General hospital________ 4 vi 10 Doctormcalllsa sees mel ereti() 2, 759 2, 256 
Bolivar (Negroes only) :3 Dentist calls. 25 2 a2 161 534 996 
BPOChOl. on acBiwee stg BY 37 37 Days in general hospi- 
J ahi ae ‘4 11 14 CAD og et athe wee eee 230 395 513 
12 kolstoyhr LS ee 19 19 26 || Bolivar (Negroes only) :3 
IDG CCOT Calimesa eee 825 1, 224 848 
Dentist calis=== === (Ki 194 188 
Days in general hospi- 
CA ee aa ee te aie 350 246 502 
1 Level of living may be measured by material posses- Robert E. Galloway and Harold F. Kaufman. Health 


sions, education, participation in community activities 
and related items. Scale used here is by W. H. Sewell. 
The scores for the three groups varied somewhat in each 
of the counties according to the distribution of the sample 
population studied in that county. 

2 Data for year 1949. 

3 Data for year 1950. 

4 Average days per year over a 5-year period. Excludes 
persons hospitalized in institutional hospitals, such as 
specialized State hospitals and Veterans hospitals. 


Sources: Robert E. Galloway and Harold F. Kaufman. 
Health Practices of Rural People in Lee County. Soci- 
ology and Rural Life, Series No. 1. Mississippi State 
Agricultural Experiment Station (State College, Miss., 
December 1950). 


Practices in Choctaw County. Sociology and Rural Life, 
Series No. 2. Mississippi State College Agricultural 
Experiment Station (State College, Miss., December 1950). 

Robert E. Galloway and Marion T. Loftin. Health 
Practices of Rural Negroes in Bolivar County. Sociology 
and Rural Life, Series No. 3. Mississippi State College 
Agricultural Experiment Station (State College, Miss., 
April 1951). 

Robert E. Galloway and Marion T. Loftin. Health 
Practices of Rural Population in Forrest County. Soci- 
ology and Rural Life, Series No. 3. Mississippi State 
College Agricultural Experiment Station. (State College, 
Miss., July 1951). 

William H. Sewell. A Short Form of the Farm Family 
Socioeconomic Scale. Rural Sociology, vol. 8, No. 2, 
pp. 161-170. (Raleigh, N. C., June 1948). 
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In two Mississippi counties, medical care expenditures in 
1945 represented higher proportions of total consumption 
expenditures for whites than for Negroes in rural nonfarm 
units and in farm units with $200 or more in cash sales. 

In farm units with less than $200 in farm sales, the propor- 
tion of consumption expenditures spent for medical care was 
smaller for the white families and single consumers (5.4 
percent) than for Negroes (9.9 percent). 

In farm units with $200 or more in farm sales, the per- 
centage of total consumption expenditures spent for medical 
care was higher for farm owners than for farm renters, and 
was lower still for share croppers. 

This study covered nearly 1,200 families and single con- 
sumers. The farm units included comprised three-fourths of 
all rural consumer units in Lee and Jones counties and the 
rural nonfarm units, one-fourth. More than two-thirds of the 
rural consumer units in the two counties had cash income 
in 1945 under $2,000; over one-third had less than $1,000 
averaging a little more than $500. The cash income level was 
higher for rural nonfarm than for farm units. 


Table 9.9.— Average total consumption expenditures and expenditures for medical care of rural farm and nonfarm families 
and single consumers, by race and tenure, Lee and Jones Counties, Mississippi, 1945 


[1,200 families and single consumers] 








Medical care 
expenditures ! 
Average 
Farm and rural nonfarm total 
units, county, race, and bee Percent 
eine sumption of total 
expendi- | Average con- 
tures amount | sumption 
expendi- 
tures 
Rural nonfarm units: 2 
Lee County: 
Whité_ecroe $1, 556 $77 4.9 
Neprolé __ J: 22 559 16 2.9 
Jones County: 
White. 2eckh lea 1, 788 112 6. 3 
Negtods 36. deuet 1, 022 61 6. 0 
Farm, units with $200 or 
more from sales, both 
counties: 2 
Race: 
Whitelz] 222s 1, 064 79 7.4 
Negro. 22 on 614 27 4.4 


1 Excludes premium payments for health and accident 
insurance. 

2 Average cash income after deduction of expenditures 
for food, fuel and housing was $1,248 for rural nonfarm 
families, $1,028 for farm units with $200 or more from sales 
and $1,073 for farm units with less than $200 from sales. 














Medical care 
expenditures ! 


Average 
Farm and uh ae pou parent 
unite, “rs nee el sumption of total 
ss expendi- | Average con- 
tures amount | sumption 
expendi- 
tures 
Farm, units $200 or more 
from sales, both coun- 
ties—Continued 
Tenure: 
Qwners-.2- bx $1, 1387 $89 7. 8 
Renters... 7- + =2 $25 59 (A? 
Sharecroppers-_-- 663 28 4,2 
Farms, units with less 
than $200 from sales, 
both counties: ? 
eet nd SEE ees 1, 497 81 5. 4 
INGOTOMESE errant: 850 84 9. 9 





Source: Barbara B. Reagan and Evelyn Grossman. 
Rural Levels of Living in Lee and Jones Counties, Missis- 
sippi 1945, pp. 10, 27, Information Bulletin 41 (Washing- 
ton, D. C., 1951). 
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The percentage of total family income spent for medical 
care in the lowest income group (7.2 percent) was more than 
twice that in the highest income group (3.5 percent), accord- 
ing to a study in a rural county in Kentucky. 

For all income groups combined, one-fourth of the families 
had medical expenditures of $100 or more. The proportion of 
families with medical expenditures of that size rose from 11 
percent in the lowest income group to 438 percent in the 


highest. 


Table 9.10.—Family medical care expenditures in a rural county in Kentucky, by family income group, 1948 


Percent of families! by amount of medical 























Reroentcet care expenditures 
Family income group come oan Total 
for medi- | 
, Less than $100 or 
cal care $10 $10-$59 | $60-$99 nhtte 

AlPaneo Mess PLE) LF AP) Ve 6. 0 100. 0 24. 0 38. 0 12. 4 25. 6 
eee Late wt tee ele ee ee a ae 100. 0 35. 7 46. 4 r Es? 10. 7 
nen aeOUuet 8 et Net ec ne ce 6. 8 | 100. 0 30. 4 37. 0 6. 5 26. 1 
Eee, GOO we ees aS hos 2 oe a ae 6. 9 100. 0 6. 1 45. 4 18. 2 30. 3 
3. 5 100. 0 res 28. 6 42.9 


Te) 9 SE Ca a eg ee Bm 


21. 4 








1 Based on random sample of 122 families including 480 persons. 


Source: Marie Mason. Rural Family Health in a Selected County in Kentucky, p. 41. 


Experiment Station (Lexington, Ky., 1949). 


Kentucky Agricultural 


10. MEDICAL CARE EXPENDITURES AND DEBTS 


About one-fifth of the Nation’s ‘‘spending units”’ owed some 
debt to their doctors, dentists, or hospitals at the beginning of 
1952. The average medical debt of these units was approxi- 
mately $105, according to the 1952 Survey of Consumer 
Finances of the Federal Reserve Board. The median medical 
debt was about $50. While about 75 percent of consumers 
with medical debts owed less than $100 the substantial sums 
owed by the remainder raised the average for all concerned. 

In certain categories of consumer spending units more than 
one-fifth of the group owed debts to their doctors, dentists or 
hospitals. These categories include people with annual in- 
comes between $2,000 and $4,000: farm operators, those in 
skilled, semiskilled, unskilled and service occupations; and 
married couples with children, particularly those with 
children under 18. 

If the survey of the Federal Reserve Board accurately 
reflects the debts of all consumers, it may be estimated that 
consumers owed approximately $1 billion to their doctors, 
dentists, and hospitals at the beginning of 1952. 
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Table 10.1.—Percentage distribution of spending units having debts on medical bills, by income, by occupation, by age 
of head of household, and by family status, early 1952 














Number 
Group characteristic of cases 
in sample 
Palepending unitetuc . tec gece.i is 2, 820 
Income before taxes, 1951: — 
emetia O00) ta 2s 2S 0) le 278 
Mee O00 eet 359 
SOURS AMS AS io 4 22 ded oe eh ee a 454 
SRL ISS BU Bae oS ae ea 482 
ORME ree id cote eet eS ee 424 
Naf OO eer: tae | cee 490 
DeeneetL Over. 02... aan = 333 
Occupation: 4 6 
Professional and semiprofessional______ 273 
Mina Oerinlns:, mee. eee tee Oh) ar Ad Opn 152 
Pelecem DIOVGC ssa Pareto Pe 212 
ieierecal-and sales___-.-_--..._-....2- 430 
Skilled and semiskilled________________ 780 
Unskilled and service_______.-----_--- 280 
HarmmOperantors eee Pee tiie ts 215 
OS ee 2 a a 178 
rm 2. even e ot Sahih 266 
Age: 45 
US ae 218 
ee ee eat 8 et It 634 
cia | eer NE on ee 8 eS 619 
yy eee ei AY SEY tl) Ae ee 547 
ee ee 382 
ES CAEP ONE ga oat ht al ee 362 
Family status: 
Single person: 
ACerS 44 26 Saeyraeten. J 23 22 317 
ENO PEA ROL OVEle set os So Re Se 316 
Married 7 
Age 18-44, no children under 18-_--_- 213 
Age 18-44, children under 18-_----- 842 
Age 45 or over, no children under 18_ 616 
Age 45 or over, children under 18--- 302 
mere A ht Be es Solio: 2 122 








Total 


Percent of spending units ! 











Some Amount of debt on medical bills 
gebe on 
medical 
“1, 2 $200 and | Not ascer- 
bills $1-$99 |$100-$199 near thed 

100 19 14 3 2 (3) 
100 17 14 2 1 (3) 
100 18 us i 3 1 
100 22 17 Z 3 (3) 
100 22 aly/ 2 3 (3) 
100 19 ies 4 3 (3) 
100 18 12 4 2 (3) 
100 14 10 2 2 (3) 
100 12 9 2, 1 (3) 
100 16 8 2 6 (3) 
100 10 6 2 2 (3) 
100 19 14. 3 2 (3) 
100 23 16 4 3 (3) 
100 21 14 2 4 1 
100 Zo 18 2 3 (3) 
100 13 10 (3) 1 2 
100 a 17 1 2 1 
100 24 ail pe 1 (3) 
100 2s 16 3) 4 (3) 
100 2a 16 3 3 1 
100 18 12 4 2 (3) 
100 13 9 1 2 il 
100 ie 11 (3) i ik 
100 ial 10 1! (3) (3) 
100 13 9 2 1 1 
100 ial 9 1 1 (3) 
100 30 Dal 4. 5 (3) 
100 eb 8 1 2 (3) 
100 24 18 4 2, (3) 
100 27 23 1 3" (3) 














1A spending unit is a group of persons living in the 
same dwelling and related by blood, marriage or adoption, 
who pool their incomes for their major items of expense. 
A family may include more than one spending unit because 
adult children, parents or other relatives living in one 
dwelling do not necessarily pool their incomes with that of 
the head of the family. 

2 Includes debts at the beginning of 1952 to doctors, 
dentists, and hospitals for medical and dental services. 
3 No cases reported or less than }4 of 1 percent. 

4 Refers to person considered as the head of the spending 
unit. 


5 Total number of cases exceeds sum of various groups 
because of inclusion of cases for which relevant character- 
istics were not ascertained. 

6 Includes spending units headed by housewives, unem- 
ployed persons, or students. 

7 Both husband and wife in spending unit. 

8 Includes spending units with or without children from 
which husband or wife is absent. 


Source: Federal Reserve Board. 1952 Survey of Con- 
sumer Finances. Pt. III. Income, Selected Investments 
and Short-term Debt of Consumers. Federal Reserve 
Bulletin. (Washington, D. C., September 1952.) 
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More applications for loans are filed with small loan com- 
panies by persons seeking assistance with medical, dental, 
and hospital expenses than for any other single purpose, if 
we can judge from the record of the three largest small loan 
companies in America. These companies did over 46 percent 
of the business of all small loan companies in the country 
in 1951. 

~ Usually such loans are limited by State law to a maximum 

of $300 for each borrower, and the rates of interest, which 
vary from State to State, are within the range of 2% to 3 
percent per month on the unpaid monthly balance of out- 
standing loans. In most cases the effective rates of interest 
required to be paid on these loans on an annual basis range 
from 30 to 36 percent. 

Borrowers from the small loan companies are usually in 
the lower income brackets such as skilled and semiskilled 
workers and those holding clerical positions. The average 
annual income of the majority of borrowers from these three 
small loan companies does not exceed $3,600 and is usually 
about $3,000. 

Together these three companies loaned in 1951 over $1,100 
million, of which more than 20 percent (based on data con- 
tained in the registration statements of these companies filed 
with the Securities and Exchange Commission) was for loans 
used solely for medical, hospital and related expenses. In 
1951 all small loan companies taken together made a total 
of $2,437 million of loans, and had outstanding at the end of 
the year a total of $1,268 million. Assuming that the 20- 
percent figure which represents the average experience of the 
largest three companies is also representative of the expe- 
rience of all small loan companies, it may be estimated that 
over $480 million was loaned in 1951 by all companies for 
medical and related purposes. Assuming further that the 
average effective rate of interest is about 33 percent on the 
principal amount of loans outstanding, it may be estimated 
that interest payments on the 20 percent of such loans in- 
curred for medical and related purposes amount to over $84 
million a year, in addition to repayments of principal on over 
$480 million of loans made during the year. 
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Table 10.2.—Amount and percentage distribution of loans made by the three largest ‘‘small loan’’ companies, by purpose 
of loan and income of borrowers 





Company ! 
A B Cc 

INRrI eT, Of LOS tite, ee hae he 2 cy Boe oo. a ee geet 1, 008, 363 1, 589, 674 588, 512 
Consolidation of existing debtsuut! _ ico. tyigyes EOD Bs in eye 337, 800 3038, 315 189, 006 
Single-purpose TOADS Eee see oS. ul ee Sey ire te een tae 670, 563 1, 236, 359 399, 506 

mverage size Of all loans. 2)! C0289. JSP ION ek E02 $227 $246 $297 

Percent 

PinNvicenUrpOscmOalc mete sf). ek aes of ee oe 100. 0 100. 0 100. 0 
pe CnpILAl Ane Cental 2 A 20. 6 21.5 22. 2 
eee Sire vet Teny. 22s PS ek ee eee sale 11.9 “75 25. 8 
Ce eee eee eel i boop ee oe oe eee. os 12. 8 9. 5 10. 5 
TEI RON Sh ks aaah ee e-em 12.0 9.3 10. 7 
‘hexes, morienpes, interest, insurance. 1.0.4. 2Us Wa bene. ae | Ted 10; 1 625: 
ee Ne ee. nc bl te ee oe ee p 2.0 7.5 10. 5 
PUICOMMOOUCs eee a seeeete ts EtIiih Wh) Se RE Or Eee. 1 4.2 3. 6 3.8 
INU ENG 2. oS i eas meee See tee a 28. 8 20. 0 10. 0 
Annual income of all borrowers: 

AVCTAVE MANNUALINCOME.. 2.14 2cer2*! dtd Se, oi 4 oe eee eee $3, 156 | $3, 060 (3) 

| 

Income) distribution... .-. -.._._.--- Ree 2 Ae eS oe? ees zs Percent 

PUD OUT Cree. Ge ce UN, eee Sees ee (3) 100. 0 100. 0 
Br ROM tee te le oe a in Sn + = Hn eee -- 9 ee ee ee 11.9 2.7 
Rie iiie 280024 Jira hs. Yih t ot. sind viel. Joe dS 20 ee Re OEE ce 25. 3 a 
Ree ens. 0005 2 Ore ae oo o-oo ape See 22. 5 17.9 
$3,001—$3,600- - - - _- Ae SD SAMUI) 2 eed ee ee eee ee teers 17. 6 29. 3 
$3,601— 64,800 - hw bo een ie ee - te 5 Sen = genre ee blast 5 - re ee 14. 4 25.7 
MPeOL.OF MOre...-..--- 42-5. ---/-+-+--- 5 3-2 eb ew ~~ 3 - esa] aoe eee 8. 3 16s 7 

















1 These data are for 1948, 1949 and 1951 for companies, 


single obligation. 








The reasons for incurring the initial 


A, B and GC, respectively. Combining the 3 companies’ 
experience for the 3 different years, loans aggregated $800 
million. More recent data available on the amount of 
loans by companies A and B show loans of $1,100 million 
for the 3 companies in 1951. é 

2 Represents consolidation of several small debts in a 


debts and the percent of these consolidated loans which 
are in part for medical bills, are not known. 
3 Not available. 


Source: Registration statements of each of the 3 com- 
panies filed with the Securities and Exchange Commission. 
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MEDICAL CARE EXPENDITURES AND TAXES 


About 8 percent of the 52 million people filing income tax 
returns in 1948 claimed medical, dental, and hospital ex- 
penses over and above 5 percent of theirincome. About half 
of those who claimed such income tax deductions for medical 
expenses had incomes of between $2,000 and $4,000. 

People in all income groups having these unusually large 
medical bills used an average of 13 percent of their income 
for medical purposes. This 13 percent takes into account 
all medical expenditures of those reporting, including the 
nondeductible expenses equal to 5 percent of adjusted gross 
income. The 137,000 persons having incomes of less than 
$1,000, who claimed medical, dental, and hospital deductions, 
spent 26 percent of their adjusted gross income for medical 
care, in addition to the 5 percent that is nondeductible. In 
general, persons in the higher economic brackets spend a 
smaller proportion of their income for medical care than those 
in the lower economic brackets. 

Recent unpublished estimates of the Bureau of Internal 
Revenue indicate that at current levels of income the amount 
of deductions for medical care on income tax returns amounts 
to $1.8 billion, of which $0.5 billion is taken by persons age 
65 and over. Tax revenue loss resulting from these deduc- 
tions is $0.4 billion a year, of which $0.1 billion is for those 
over 65 years of age. (Beginning in 1951, people over 65 
were allowed to deduct all their medical care expenses plus 
the usual allowance for medical care expenses of dependents.) 


MEDICAL CARE EXPENDITURES AND TAXES 


323 


Table 10.3.—Number and percent of income tax returns with medical and dental deductions, and amount of such 


deductions compared with adjusted gross income, by income class, 1948 
































Number of individual tax returns Returns with medical and dental 
deductions ? 
With medical and dental Adjusted Medical and dental 
Adjusted gross income classes 1 deductions gross income deductions 
reported on 
(tt ota ds) returns with 
housands medical Percent of 
Number Percent of | deductions cr th e adjusted 
(thousands) total 3 (millions of 7 il: ira) ¥ gross 
| dollars) paren income 4 
Motal-__._«SSO990 2101 5 52, 072 4, 184 7.9 6 $15, 486 $1, 304 8. 4 
No adjusted gross income_________ 326 8 2D 732 2 i ie tal pct 
limdere lt O00.8... Se) Sew aes CORT 13a 1.8 108 28 26. 0 
peOOU al O99... ~ 11, 145 607 5A4- 947 147 15. 5 
Der OO0 920099 22) 28 12, 459 1, 041 8. 4 2, 628 278 10. 6 
Pen a 000.7. 22d t 2e BLL 9, 397 1, 059 1aet3 3, 684 299 Sal 
DEOOO- P41909s 2a Fen 5, 095 628 UE 2, 803 210 (ao 
$5, 000-36:999.____iF ie JNiiw © 3, 410 428 1203 2, 463 167 6. 8 
DiMOOO-—H9s999—- fe sn. 1, 193 124 10. 4 1, 007 rel Cpl 
Bit 000--$14,909_2.:'7°2 20S OS 600 55 ore 657 44 6.7 
$15,000—-$24,999_ _ - so 222i seen ee 359 oul 8. 6 567 31 5. 6 
D20,000—49.999-_ 185 is 6.9 421 18 An, 
$00,000-$99,999_ - You seb 53 3 4.8 164 5 2.9 
LOO OOORoR NOT! © je 22. e 16 (9) 2.8 69 1 1.4 











1 Adjusted gross income means gross income minus 
allowable trade and business deductions, expenses of 
travel and lodging in connection with employment, reim- 
bursed expenses in connection with employment, deduc- 
tions attributable to rents and royalties, certain deductions 
of life tenants and income beneficiaries of property held in 
trust, and allowable losses from sales or exchanges of prop- 
erty. Should these allowable deductions exceed the gross 
income, there is an adjusted gross deficit. The adjusted 
gross income classes are based on the amount of adjusted 
gross income, except that returns with adjusted gross deficit 
are designated ‘‘No adjusted gross income”’ without regard 
to the amount. 

2 Medical and dental expenses, reported on returns with 
itemized deductions, paid for the care of the taxpayer, 
his spouse, or dependents, not compensated by insurance 
or otherwise, which exceed 5 percent of the adjusted gross 
income. The deduction cannot exceed $1,250 multiplied 
by the number of exemptions other than those for age 
and blindness with a maximum deduction of $2,500, except 


ae a foe return of husband and wife the maximum is 
5,000. 

3 Percentages based on unrounded numbers of tax returns 
and dollar amounts in thousands; 

4 Reported on returns with medical deductions. Does 
not include nondeductible medical expenses equal to 5 per- 
cent of adjusted gross income. 

5 Tax returns claimed 129,104,000 exemptions (other 
than age and blindness) for the taxpayer, his spouse, 
on a joint return, and each dependent. 

6 Adjusted gross income less adjusted gross deficit. 

7 Adjusted gross deficit. 

8 Persons with gross incomes below $600 are not required 
to filereturns. However, many such persons do file returns, 
chiefly for the purpose of claiming refunds of tax prepay- 
ments; and those returns are included in the tabulation. 

9452 tax returns. 


Sources: Data specially prepared for the Commission by 
the Bureau of Internal Revenue. 
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Prepayment for health services tends to equalize the cost 
of illness among those covered. This is evidenced by less 
variation in the range of expenditures (especially for families 
with incomes of less than $3,000) found in the Bureau of 
Labor Statistics survey of families in three large cities. In 
interpreting the data, the small size of the sample should be 
recognized. When these samples of families are subdivided 
by income class, and further as between members and non- 
members of prepayment plans, some of the numbers become 
rather small and could involve sampling errors as great as 
the differences in the averages. 

The premiums themselves tend to boost outlays at the 
lower end of the range; for example, few families with such 
protection have less than $40 of medical expenses per annum. 
In the upper range of expenditures the data do not show 
consistent differences between nonmember and member 
families. Approximately the same proportion of families 
with prepayment coverage had expenditures exceeding $300 
as families without such protection. 

The data shown are from special unpublished tabulations 
of schedules obtained by the Bureau of Labor Statistics in 
the course of surveys of consumer expenditures in Denver, 
Detroit, and Houston. The information tabulated was the 
number of consumer units reporting expenditures or deduc- 
tions from wages for hospitalization insurance and medical 
care insurance other than expenditures for commercial health 
and accident insurance. This exclusion was made necessary 
by the definition used by the Bureau of Labor Statistics for 
medical care expenditures and for premiums for health in- 
surance. Payments for medical care by the family offset by 
cash indemnity payments are counted as medical care ex- 
penses of the family and the indemnity as income of the 
family. 


MEDICAL CARE EXPENDITURES AND PREPAYMENT 


325 


Table 10.4.—Percentage distribution of families, by income group, membership in some type of prepayment medical 


or hospital care plan and by amount of medical expenditure, selected cities, 1948 








Percent of families with specified medical expenditures ! 














Families 
Net income group and membership in a |— 
prepayment plan ND Wing Ate No 
ber cent amount 
Under $3,000: 
Nonmembers: 
Denver, Calott Orie fot Os: 48 100. 0 10. 4 
ieetOlt, aCe ae ee 77 100. 0 13. 0 
Evauston, Degen ses * o>. ett 65 100. 0 thse, 
Members: 
wemvor, Camis soe) Pole ee 28 LOO OEE eos 
Detroit, Mieh tiie: ve 2a). 01. s 51 LOOTOs ee ses. 
(Sh a Pa trong © 25 0 ge aE ee EE ee 28 10008 ees 
$3,000—5,000: 
Nonmembers: 
menver, Colost tn eo 0 fy ee 10 LOO Os eke ot a 
Peer aie. FP 4m 58 DO ite eye 
Pouevo, + ete. GS. bed 43 100: OMe ee 
Members: 
reaver Colossi: SiC eek 1! 60 LOO; 0 EMS 
PPO OM VIG D sein Ds oh - een 135 ieee a eee 
eueteeenas ber Pek. SO te Oe. sie ee ete 
$5,000 and over: 
Nonmembers: 
ivonger, oatee. . Sa. LAL 10 TOOLOS SB. Ls 
BPR OUes ATOR oi ee = 31 LOODOs ree eee 
Houston, Tex. {yum waacuers LU 19 TOO+O\e eee. 
Members: 
a 397h  *LO0: 0; teres 
Te WTOM LICH: ¢.2c--s—2----=--—~ 58 100, 0°}. Saeeees 
EUGHUSD OT ar CO Xie te ees eee as 28 100! 0: ee 





1 Including expenditures for prepayment premiums. 


SOURCE: 
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Developed by the Public Health Service from unpublished data of the Bureau of Labor Statistics (Wash- 


Source: See Table 11.5 
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11. PREPAYMENT 


At the end of 1951, an estimated 85 million persons, about 
57 percent of the civilian population of the United States, had 
some insurance against the costs of medical care. Somewhat 
more than 65 million (exclusive of those in the Armed Forces) 
had no such insurance protection. 

About 13 percent of the population had hospital insurance 
only and another 25 percent of the population was also cov- 
ered for surgical expenses. In addition, about 16 percent of 
the American people had limited medical insurance, which in 
many cases provides physicians’ care only in the hospital. 
Only a handful of the population, less than 3 people out of 
every 100 had prepaid comprehensive medical services. 


Chart 11A.—Percent of the population having different types of prepaid 
medical care in the United States at the end of 1951. 


FY Hospital Insurance only 






Hospital and Surgical 
ve Insurance 


Comprehensive -” ‘Hospital, Surgical and Medical 
Insurance 
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One-half of the people who have purchased protection 
against hospital bills through voluntary insurance plans hold 
commercial insurance company policies; most of the rest are 
enrolled through Blue Cross. Of the estimated 65 million 
people with some protection against the cost of physicians’ 
services (mostly surgical), 40 million have commercial in- 
surance company policies; about 20 million are Blue Shield 
subscribers and approximately 5 million people are enrolled 
in independent plans. 

Benefits provided by different health insurance policies 
show tremendous variations and the statement that 85 million 
people have some protection becomes meaningful only to the 
extent that the degree of protection is specified. Broad cate- 
gories used here include Hospital insurance, Surgical only, 
Surgical and limited medical, and Comprehensive benefits. 
Some of the 85 million people hold a small indemnity policy 
which repays some of the cost of hospital care for certain con- 
ditions. Others may be group subscribers to a service pro- 
gram providing extensive medical and hospital care for all 
types of illness. 

Some plans classified as Limited medical and surgical may 
actually provide liberal benefits which, if more precise infor- 
mation were available, would place them in the category of 
Comprehensive plans. Other plans which are classified as 
Surgical and limited medical have very minimal medical 
benefits. Even among the three and a half million people 
listed as having Comprehensive benefits, some belong to 
plans offering far greater benefits than others. 
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Table 11.1.—Estimated number of persons having different types of medical care insurance, December 1951 














Hospital 
insurance Ae 4 
é Limited medical 
Surgical only and surgical 
Wea a nee ees Le te 85, 443, 164 38, 248, 710 23, 502, 720 
I ies: 
Meee fs 23,995,000 | 18, 430,000 | —_7, 946, 000 
Una airte tre | 21 Say Rg a aa cea oe ee ee 17, 978, 000 10, 142, 000 3, 524, 000 
iainc, Cyppasi ao) a ee eee, ee egies 38, 421, 056 330, 635 620, 053 
abe: Siu. --.) e enn ere ae a 541, 190 8, 679, 127 11, 123, 806 
UIE PE eS een eee 4, 507, 918 666, 948 338, 864 


Insurance for some physicians’ services 


Comprehensive 


3, 596, 647 


473, 867 
3, 122, 780 





1 Adjusted for duplication by deducting 10 percent of 
the commercial insurance companies group hospital certifi- 
cates and by deducting 16.66 percent of the commercial 
insurance companies individual policies for hospital, surgi- 
cal, and limited medical insurance. Method of adjusting 


for duplication is that devised by the Health Insurance 
Council—see table 11.2. 
2 Enrollment includes 1949 and 1951 data. 


Source: Table 11.5. 
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One can only estimate the number of people in the Nation 
with some form of health insurance. Although the number 
of policies in force is known, some persons are covered by 
more than one policy. A method for estimating the duplica- 
tion in enrollment among various plans has been developed 
by the Health Insurance Council of the commercial insurance 
companies. 

Constant turnover in enrollment makes an accurate count 
difficult. Some people believe that the duplication factor as 
developed by the Health Insurance Council and presented 
on the opposite page is too liberal and that total enrollment 
is actually somewhat higher. Others believe that this 
method underestimates the extent of duplication and that 
total enrollment is really less than indicated. 

The degree of duplication may vary depending on the 
location of the community. Because of lack of other data, 
however, the factor used by the Health Insurance Council 
is arbitrarily applied to each of the 48 States in table 11.5. 
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Table 11.2.—Method of adjustment for duplication of enrollment in medical care insurance, by type of benefit, as applied 
to gross enrollments, December 1951 
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Insurance companies: 
eli kad ands ee peep RAR e it 5. fee Li EE 
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Seo DANS | Nt) tO eds fe 
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Ure ts ss Ue tng ad pee sae 
Blue Shield and affiliated Blue Cross plans___---_-----~- 
62 Es O22 252i eae one e meres 





Hospital insurance (thousands) 

















Estimated 
rues el Duplication factor ! total number 
of persons _ 
baths Aas || RR Moss A Capen sale pt) Bre od dey A 85, 443 
26, 663 | —10 percent or 2,666___.__-_-- 23, 995 
21, 574 | —16.66 percent or 3,596______--_ 17, 978 
aS, AD des |ctiadinesiaacpiebtingghinn ieee eye lee 38, 421 
5 O49 daeat 0 ery cl Sree eet ty os 5, 049 

Surgical insurance only (thousands) 

ee Sw Sata fies acd are Me ee i een ee eee ee 38, 249 
(8) 490 tioe. vite edt earurt: oo. 18, 430 
12. 165 | —- 36,66 or 2.027 = 27a ee 10, 142 
O10: hoes 2k Phi CORT tee 9, 010 
B67, el gud ened ak san ae ee ee ae 667 




















wh vel BR Pa ie ee |e 8 oy Slee eee 23, 553 
PEGAG ee SAG OReT ene ee) 2 Ree a 7, 946 
4,290) 16.66 Or P0Gx..c seen. 3, 524 

RT 7a ie Se en ee 11, 744 
CH MME SecA 8 ORR eS 339 





1 The duplication factor developed by the Health Insur- 
ance Council provides for deduction of 10 percent of the 
persons covered by the group hospital insurance policies 
of the insurance companies and 16.6 percent of persons 
covered under individual policies issued by the insurance 
companies for hospital, surgical, and surgical with hospital 
medical insurance. 


2 The gross enrollment in individual surgical insurance 
minus the 16.66 percent allowance for duplication equals 
10,138 rather than 10,142 as shown. See table 11.5, 
footnote 9. 


Source: Health Insurance Council (New York). 
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More people in urban, industrialized and wealthy States 
have some kind of medical care insurance than do the resi- 
dents of rural or low-income areas. In 1951, the proportion 
of persons having hospital insurance in urban or high-income 
States was two-thirds higher than in rural or low-income 
States. 

In cities people have easier access to group insurance at 
their place of employment whereas in rural areas people are 
more frequently self-employed and scattered. Furthermore, 
persons in rural areas generally have lower cash incomes and 
are less able to make premium payments. 
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In the March 1952 Current Population Survey, conducted 
by the Bureau of the Census, special questions were asked 
concerning all persons age 65 and over. The survey covered 
25,000 households and was designed to provide a representa- 
tive sample of all households in the United States. The 
special survey was undertaken to gather data on the pattern 
of hospital utilization by the aged and on the extent to which 
the aged have prepaid hospital care. 

According to this study, 26 percent of the aged had hos- 
pitalization insurance. This may be compared with 57 per- 
cent of the whole population. Ownership of insurance was 
concentrated in the age group 65-69, suggesting that in 
groups with recent attachment to the labor force, insurance 
is more common. Insurance was nearly three times more 
prevalent among the white population than among the 
nonwhite population and twice as common among urban as 
among farm residents. Also, there were very marked differ- 
ences in insurance ownership between those in and out of the 
labor force. For example, 45 percent of the men who were 
employed, but only 20 percent of those not in the labor force, 
reported having insurance. 


Table 11.3.—The aged population and ownership of hospitalization insurance 
[Noninstitutional population 65 and over, March 1952] 
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; | All persons Persons with some insurance 
Population group tne 
Both sexes Male Female | Both sexes Male Female 
Titel (thoisandelan tae eter eee ke 12, 006 5, 620 6, 386 3, 158 1, 705 1, 453 
Percent Percent of population group 
URL i cere 8 3 Ue orl aan ee 100. 0 100. 0 100. 0 26. 3 | 30. 2 22.8 
ae SO PTS Seca eee NG kyl A 40. 1 41. 6 38. 8 36. 4 | 42.3 30. 9 
(OTA So ani ge ee Ae eis Re 27.9 28.0 Fae f 24. 8 28. 2 2137 
Th atdvoveri .ue ee ear Pee 32. 0 30. 4 33. 5 ey 15. 8 14. 4 
White_- Eee a RETIRE ee Cn OS tes SD. By | 92. 0 93. 0 92.5 PA Ha 31. 4 24. 2 
Nonwhite: 2. 7.02. |cn0e 0 ot eee eee Be ee 7.3 7.0 (eG 10. 5 Lose 6. 3 
Urbano oo oe 63. 6 60. 6 66. 3 30. 4 35. 8 26. 0 
Rural-nonfarm________ Bs ee 21.0 21.7 20. 4 22. 4 25. 7 18. 4 
Fars. 120). ou ee er 15.4: Wee 1353 Mish 16. 7 13. 5 
In the labor forces). S2 see ee eh Fe 40. 9 ae 43. 9 44.5 41. 2 
Not.in the laborforsess 2.5 eee eee 76.8 59. 1 92. 3 21.0 20. 4 21.3 
_ Source: I. 8. Falk and Agnes W. Brewster. Hospital- Public Health Association at the annual meeting, Oct. 
ization and Insurance among Aged Persons. A paper 23, 1952. 
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The East North Central States (Illinois, Indiana, Michigan, 
Ohio, and Wisconsin) lead the country in the proportion of 
the population with some hospital insurance. More of their 
residents also have surgical insurance than do residents in any 
other section of the country. The New England and Central 
Atlantic States come close behind. 

New England has a higher proportion of its population 
enrolled in surgical and limited medical insurance than any 
other part of the United States. 

In the Far Western States, it is estimated that 107 persons 
per 1,000 population have comprehensive medical care insur- 
ance, the highest proportion of any region in the country. In 
general, the Southwestern and the Southeastern regions have 
the lowest proportions of their people covered by the various 
types of health insurance. 


Table 11.4.—Estimated number of persons per 1,000 population having different types of medical care insurance, by 
region, December 1951 
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East North Central__________----- 749 |237 |176 |319 | 17 |409 |189 {108 | 97 | 15 |172 | 69 | 21 | 82 Ll 6 
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1 Less than 0.5 per 1,000. Series PC-—7, No. 1 (Washington, D. C., Feb. 25, 1951). 

Sources: Arthur Weissman. A Morbidity Study of Health Insurance Plan of Greater New York. Mimeo- 


the Permanente Health Plan Population. Medical Bul- Rok aa are Spence R. Deardorff (New York City, 

letin, p. 14, table 2 Permanente Foundation (Oakland, N. Y., Dec. 30, ). ; 

Calif., August 1952). ; Bureau of the Census. Population Report P-A32 
Bureau of the Census. 1950 Census of Population, (Washington, D. C., July 1, 1951). 


The following table shows the estimated enrollment, in 
each State, in all types of prepaid voluntary health plans. 
The basic State data, on which the table is based, were 
obtained from the Health Insurance Council, the Blue Cross 
Commission, the Blue Shield Commission, from the annual 
reports of member plans of the Cooperative Health Federa- 
tion, and from the Social Security Administration study of 
independent plans. Where 1951 data were not available, the 
most recent year for which enrollment was known was sub- 
stituted. In general, 1949 enrollment figures were used for 
the small independent plans and 1951 data for all other 
coverage. 

A Nation-wide count of all persons having prepaid health 
services cannot be completely accurate and a State-by-State 
tabulation is less reliable. Even assuming that the duplica- 
tion factor of the Health Insurance Council is appropriate for 
adjusting Nation-wide figures, it can not be assumed that the 
factor would be equally valid in a highly industrialized State 
and in a rural State. Moreover, many Blue Cross and Blue 
Shield plans and the large commercial insurance companies 
enroll across State lines. Although each of these plans may 
attempt to identify the enrollment in each State it is un- 
likely that records are current. With regard to the inde- 
pendent plans, all the membership is imputed to the city in 
which the headquarters is located; New York State, for 
example, includes all of the Health Insurance Plan of Greater 
New York’s enrollment although some of the membership is 
known to live in New Jersey and Connecticut. 

Despite the limitations of the State data, however, they 
serve the purpose of providing a rough measure of the varia- 
tions in the proportion of the population covered. The 
regional data, although subject to some of the same qualifica- 
tions, permit more valid comparisons. 
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The enrollment in all types of prepayment plans has grown 
rapidly since 1939. Although the enrollment shown in the 
following table and charts does not include members in in- 
dependent plans, the enrollment in these excluded plans has 
accounted for only about 5 percent of all persons having 
hospital or limited medical insurance. The enrollment shown 
is not adjusted to exclude duplication and the figures are not 
additive. 

Since 1939, the number of Blue Cross members has in- 
creased from 34 per 1,000 persons in the United States to 253. 
The commercial insurance companies’ hospital policies 
which covered only 10 persons per 1,000 in 1936, by 1951 
covered nearly 180 under a group policy and an additional 
140 under individual policies. Whereas Blue Cross coverage 
grew faster than insurance company hospital coverage up until 
the late 1940’s, during the most recent years the rate of growth 
in insurance company hospital coverage has exceeded that in 
Blue Cross. 

Surgical and medical insurance was held by fewer than 6 
persons per 1,000 in 1939. All types of medical insurance 
carriers have shown a fairly rapid and consistent rate of 
growth. At the end of 1951, 175 per 1,000 persons had surgi- 
cal or limited medical insurance under insurance company 
group policies, 109 per 1,000 were insured under individual 
insurance company policies and an additional 145 per 1,000 
were insured by Blue Shield. 
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Table 11.6.—Estimated enrollment and enrollment per 1,000 population in specified medical care insurance plans, 


[Enrollment in Thousands] 








Hospital insurance 


Surgical and/or limited medical insurance 





Insurance companies - 








nsuran ani he 
Insurance companies Blue Shield 





—| Blue Cross and other 
Group Individual pens Group Individual Paes ae se 
policies policies policies policies hee 
Total enrollment ? at end of: 
19392. eee eee ee 1, 260 (3) 4, 410 630 (3) 167 
1940. Ae eee eee 2, 500 1, 200 6, 012 1, 430 850 370 
19041... 2 ss Oe ee 3, 850 1, 500 8, 399 2, 300 1, 000 775 
1942. 2 2 See ee eee 5, 080 1, 800 10, 215 3, 275 1, 200 965 
1943s. 3 es Se eee 6, 800 2, 100 12, 600 4, 700 1, 400 1, 235 
1944). oo 28 a ee eee 8, 400 2, 400 15, 772 5, 625 1, 600 1, 768 
1946 5 ah er ee ee 7, 804 2, 700 18, 881 5, 537 1, 800 2, 535 
1946. 4%. =F) Eee Se 11, 315 3, 000 24, 250 8, 661 2, 000 4, 436 
1947 Soy 2 ee eee 14, 190 7, 584 27, 489 11, 103 4, 875 6, 966 
1948... 2... cp eeeeeeee eee 16, 741 11, 286 30, 448 14, 199 6, 944 9, 855 
1949 oo le ee a oe 17, 697 14, 729 33, 381 15, 590 9, 315 13, 463 
1050 [..23 4202 Se ee eee 22, 305 17, 682 37, 435 21, 219 14, 104 18, 097 
1951.2... 22 3 eee 26, 663 21, 574 4 38, 421 26, 376 16, 395 21, 852 
Total enrollment per 1,000 civilian 
population 2° at end of: 
1939 3 Se eee ee eee LOSE eee: See 34 <i ea a a 1 
194022 2.22) ee ie eee 19 9 46 11 6 3 
104 ere oS eee Pee 29 11 64 seg 8 6 
1942 2.554.325 Jee oe eee 39 14 78 25 9 7 
19432 2 Sa eee ee ee 53 16 99 37 11 10 
O44! Ree ee Sees oe 66 19 125 44 13 14 
1945 i oS. ce cee 61 21 148 43 14 20 
19460 ote sk ee tee 82 22 175 63 14 32 
a ALY. Ga ee RE 1S, See PE 100 53 194 78 34 49 
1948 8222. 2a ee oe 115 78 210 98 48 68 
19492 2° ooo eee eee ee 120 100 226 106 63 91 
1950. <2. 2. -<eeeeee ee 149 118 249 141 94 120 
TORIRLA Sun. seas ee eee 176 143 253 175 109 145 








1 Includes eight other plans in 1951 approved by med- 
ical societies or affiliated with Blue Cross. 

2 Not adjusted for duplication. 

3 Data not available. 

4 Excludes 3 plans (with 1950 enrollment of 1,121,000 
which were not approved in 1951. 

5 July 1 civilian population except for 1939, which is 
total population. 


Sources: Health Insurance Council. Hospital, Surgi- 
cal and Medical Expense Coverage in the United States, 
1940-50. Unpublished memorandum. (Chicago, IIl., 
Sept. 6, 1951). 

U.S. Senate. Report of the Committee on Labor and 
Public Welfare, No. 359, pt. I, p. 26 (Washington, D. C. 
1951). 


Membership of Blue Cross 
Mimeographed. (Chicago, 


Blue Cross Commission. 
Plans as of Dec. 31, 1950. 
Tll.). 
Blue Cross Commission. Membership of Blue Cross 
Plans as of Dec. 31, 1951. Mimeographed. (Chicago, IIl.). 

Blue Shield Commission. Blue Shield Enrollment, 
Dec. 31, 1950. Mimeographed. (Chicago, IIl.). 

Blue Shield Commission. Blue Shield Enrollment, 
Dec. 31, 1951. Mimeographed. (Chicago, IIl.). 

American Medical Association. Voluntary 
ment Medical Care Plans (Chicago, IIl., 1952). 

Bureau of the Census. Current Population Reports, 
Series P. 25, No. 47 (Washington, D. C., Mar. 9, 1951). 

Bureau of the Census. Estimates of the Total and 
Civilian Population of Regions, Divisions and States: July 
1, 1951 and 1950 (Washington, D. C.). 
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Chart 11C.—Rate of growth of total enrollment in specified hospital insurance plans in the 
United States, 1939-51. 
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Chart 11D.—Rate of growth of total enrollment in specified surgical and/or limited medical 
plans in the United States, 1939-51. 
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Source: See Table 11.6 
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In a study conducted in Michigan during 1948, persons in 
approximately 1,110 households (representative of the whole 
State except for the Detroit area) were interviewed regarding 
the extent of family coverage in prepayment plans. Exclu- 
sion of the Detroit area, where the proportion of persons with 
prepaid medical care is relatively high, limits the conclusions 
to be drawn from the State-wide data. (The percent of 
persons covered for hospitalization in the whole State was 
found to be about 80—table 11.5—compared with the 60 
percent of families having at least one member covered accord- 
ing to this study.) The extent of insurance coverage found 
in rural as compared with urban areas is, however, significant. 
Urban residents, even after exclusion of Detroit, were more 
frequently enrolled in all types of prepayment plans than were 
rural residents; prepayment for medical services was used by 
about 50 percent more of the population in urban than in 
rural communities. i 

The study also gathered -information on the proportion of 
families in which all family members were protected against 
medical bills. Although nearly 60 percent of all families 
had hospital insurance for at least one family member, only 
34 percent of the families had all members of the family 
covered. 


Table 11.7.—Percentage of all families participating in prepayment medical care plans, by type of area and extent of 
family coverage, Michigan, 1948 


ae a 


Percent of families with specified type of 











F Percentage of fami- 
cept lies in which al{ 
Type of prepayment eligible members 
Aketro- covered by pre- 

All areas Rural politan Urban payment plan 
All families’ oo Bibs et) ane ees eee 100. 0 100. 0 100. 0 100. 0 100. 0 
Hospitalization __-...-)..--+-+-----+------4=-2-8% 59. 3 48. 4 62. 7 69. 9 34, J 
Surgical insurance_---_---------------------------- 51.2 42.3 57.8 58. 4 29. 2 
Medical insurance, other than surgical-__------------ 25. 2 20. 1 24. 5 31.1 12. 6 


a ee 


Source: Charles R. Hoffer, Duane L. Gibson, Charles 
D. Loomis, Paul A. Miller, Edgar A. Schuler, and John F. 
Health Needs and Health Care in Michigan. 


Thaden. 

















Michigan State College Agriculture Experiment Station, 
Special Bulletin 365, pp. 55-57 (Lansing, Mich., June 
1950). 
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In 1948 about 8 percent of all consumer expenditures for 
medical care were paid from insurance benefits. (In some 
cases the benefits represented direct payment by the insur- 
ance carrier to the hospital or physician and in other cases 
a cash payment to the person insured which he applied toward 
his medical bills.) Less than 7 percent of physicians’ bills 
were paid from insurance and 22 percent of all hospital bills. 
The proportion of medical bills met through prepayment 
has increased every year since 1948; the largest increase 
occurred between 1950 and 1951. By 1951, insurance bene- 
fits met 15 percent of the total medical bill; the percent of 
hospital charges paid by insurance benefits had increased to 
35 percent and the proportion of physicians’ bills covered by 
insurance was two and one-half times the 1948 level. 

Some people do not. believe that insurance should cover 
the entire cost of drugs and appliances. If private expendi- 
tures for the services of physicians, dentists, hospitals, nurses, 
the net cost of health insurance plus one-third of expenditures 
for drugs and appliances are added together and the total 
considered ‘‘potentially insurable,’ we find that in 1951 
insurance met about one-fifth of the so-called potentially 
insurable medical care costs. 
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Table 11.8.—Private expenditures for medical care and insurance benefits through all voluntary insurance carriers, 















































1948-51 
Millions of dollars 
____| Percentage of medical care 
costs met by insurance 
11948 1949 1950 21951 
Item of medical expenditure Med- |Volun-| Med- | Volun-| Med- | Volun-| Med- | Volun- 
ical | tary | ical’| tary | ical |) tary’ | ical | tary 
care |insur-| care | insur-| care | insur-| care | insur- 14948| 1949 | 1950 121951 
ex- | ance | ex- | ance | ex- | ance | ex- | ance 
pend- | bene- | pend- | bene- | pend-} bene- | pend- | bene- 
itures| fits |itures| fits |itures| fits |itures| fits 
ae oe 7, 422 605 |7, 627 766 |8, 246 992 |8, 880 |1, 349 8.2 | 10.0 | 12.0 15. 2 
Physicians services only _-_ ~~ --- 2,209 | 3 151 |2, 378 228 |2, 523 312 |2, 687 458 |46.8 | 49.6 |412.4 | 417.0 
Hospital services only_-_------ 2,066 | 3 454 |2, 026 539 |2, 310 680 |2, 532 891 | 22.0 [526.6 [29.4 | § 35.2 
Expenditures for services of 
physicians, hospitals, den- 
tists and nurses, plus 4 of | 
expenditures for drugs and 
appliances plus net cost of 
medical care insurance_-----~- 5, 941 605 |6, 141 766 |6, 660 992 |7, 146 |1, 349 | 10.2 | 12.5 | 15.0 18. 9 

















1 Methodology used in arriving at figures for 1948 does 
not conform in all respects to that used in arriving at total 
expenditures and insurance benefit figures developed here 
for the 1949, 1950, and 1951 figures. 

2 Preliminary figures. : 

3 Assumes that 75 percent of the total benefit paid for 
both hospitalization and medical care was for hospitaliza- 
tion. 

4 Slight overstatement because total benefit payments 
include some payments for services other than those re- 
ceived from physicians (nurses, dentists, laboratories, etc.). 











5 Slight overstatement because total benefit payments 
include some payments for services other than those re- 
ceived from hospital (X-ray services, emergency accident 
services, etc.). . 

Source: Social Security Administration. Voluntary 
Insurance Against Sickness: 1950 Estimates. Social Se- 
curity Bulletin, vol. 14, No. 11, p. 23 (Washington, D. C., 
December 1951). 
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A study of all private patients admitted to 13 general and 
allied special hospitals in the District of Columbia, during 
a 2-week period in December 1949 and January 1950, pro- 
vided information on the extent to which prepayment for 
medical and hospital care helps to meet the cost of illness. 
The sample was not typical of the metropolitan population 
since it included only private patients. Of the 1,796 patients 
studied, 67 percent had family income below $5,000 compared 
with 72 percent of all families in the metropolitan area in 
this income group. 

Those patients who were entitled to benefits from Group 
Hospitalization, Inc. (a Blue Cross plan) had 86 percent of 
their hospital bill prepaid through the plan, but they had 
to meet 60 percent of the total bill for physicians’ and hos- 
pital services. The proportion met by group hospitalization 
would have been somewhat greater except for the private 
accommodations and other services sought by numerous 
patients. 

For patients who had hospital protection through Blue 
Cross and insurance against physicians’ charges in the hos- 
pital through the Blue Shield plan, 74 percent of their total 
bill for this particular hospitalized illness was covered. . Insur- 
ance benefits covered 91 percent of the hospital bill and 61 
percent of the physicians’ bill. The Blue Shield plan in 
the area provides physicians’ services in the hospital only, 
whereas the physicians’ charges include services rendered 
outside the hospital as well. 

It should be noted that this information was for one episode 
of hospitalized illness only. It included only those patients 
who were eligible for benefits; patients who were members 
of prepayment plans but ineligible for benefits for this par- 
ticular illness are not included in the data given in this table 
and chart. 

Patients who had policies providing cash benefits (primar- 
ily with commercial insurance companies) had to pay two- 
thirds of their bill themselves, with about one-third being 
covered by their insurance policies. 
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Table 11.9.—Cost to patient of hospital and physicians’ charges under various forms of insurance, 1949-50 





Type of insurance Total cost Hospital Physician 














of illness charges ! charges ? 

UT OSDIR OT RE Re ee a lh oS a Se ee eee Ee ae $273. 60 $124. 30 $106. 40 

CostitOnpaticnuce me oe. ee eee eee ae eee en eer en OAS ES | $164. 10 $16. 90 $106. 40 

ipercentace Of totale. sap teh. es. 3 oy eae, ie 60. 0 13. 6 100. 0 

Group hospitalization and medical service §_._.....___.__.__.---_---------- $279. 60 $120. 80 $118. 30 

OSt CO DA LIOTt Maree Ser tae ere | Pie A eS te TO ee ert 9 Se) a $72. 70 $10. 70 $45. 90 

BBE COTTA MeO GOLAN rg see s9 os, ke) te PO tae ee eM 26. 0 8.9 38. 8 

PSASMOCNel LS so see GL RE Lh PEA ce as PS. $271. 20 $121. 40 $115. 60 

Lig te SA Se ee SE) eee Pe SR SO) ne ee S178 BO tee eee a eee eee 

Peewomimre Ok Tiuaiess . .. Son oe. oe ee eee eee ne 2 We pala a. Siege Seg Ve CP 

Lhd) TDI Ne eae, = SIU ee | See ce hele Bowe Sl ee | ee $321. 00 $144. 20 $116. 70 

1 Exclusive of pathology. Source: Theodore Wiprud and Isidore Altman. Costs 

2 Exclusive of pathology, anesthesia, radiology, physical of Hospitalized Acute Illness. Journal of the American 

therapy and electrocardiography. Medical Association, vol. 144, pp. 835-839, table 9 
3 Includes only patients who were eligible for benefits. (Chicago, Ill., Nov. 4, 1950). 


Chart 11E.—Costs of an acute hospitalized illness to insured patients in Washington, D. C., and the percent of 
the costs met through prepayment, 1949-50. 


Cost of WY ; 
illness Total cost { NG Paid from insurance 


























of illness H Paid by patients 
$300 — 
2000 
100 ~~ BMC MC t“(é‘iR CBR OCR t—i‘“‘<‘“‘é@aR be 
re) , 1 ERSSSSSSSE225¢¢ MMMM SESESESISSSESSSS tse i PEEESSSSSS238254) 225222222 
TOTAL HOSPITAL PHYSICIAN TOTAL HOSPITAL PHYSICIAN TOTAL HOSPITAL PHYSICIAN 
No insurance Group hospitalization only Group hospitalization and 


medical service 


Source: See Table 11.9 
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Data derived from a study of medical care expenditures of 
455 moderate-income families in the San Francisco Bay area 
indicate that members of a prepayment plan receive medical 
care somewhat more frequently than persons who have no 
insurance against medical bills. In view of the size of the 
sample (1,504 persons) the small differences found may not 
be significant, but 65 percent of all surveyed persons who 
were members of a prepayment plan received some medical 
care as compared with 59 percent of persons who were not 
members. 

Of all the persons who received medical care and who had 
some insurance against medical bills, only one-fourth received 
any service or cash benefits through the prepayment plan. 
The most important reason for this is that the scope of 
benefits under prepayment plans is frequently limited to 
hospitalized illnesses. There are also other important limi- 
tations on scope of coverage such as the requirement for self- 
payment for the first and second office or home visits in any 
episode of illness and the exclusion of conditions existing at 
the time of enrollment. Further, members, as defined in 
this study, included persons who were members at any time 
during the year but not necessarily at the time of illness. 


Table 11.10.—Percentage of persons ill and receiving some medical care, nonmembers and members of prepaid medical 
plans, San Francisco Bay Area, 1947-48 





Ill and receiving care 


Not ill or 
ill with 
Total A 
me aa Total Through | Not through 
prepayment | prepayment 
Non-members 5 <4 2 2 See 100. 0 41.3 Dixihy + dee He 58. 7 
Members: ! 

Al mhembers:i- Ceo. Suge. ~ | = os 100. 0 34. 9 65. 1 217.5 47. 6 
Members ill and receiving medical care-ooy._. eles. _| eee ee 100. 0 26. 9 73. 1 
1 Members at any time during year, not necessarily at Source: Emily H. Huntington. Cost of Medical Care: 
date of illness. The Expenditures for Medical Care of 455 Families in the 
2 Persons receiving some prepaid medical care, but not San Francisco Bay Area, 1947-48. Berkeley and Los 
necessarily for all illnesses or all medical care for any one Angeles: University of California Press, 1951. Modified 


illness. from table 27, p. 72. 
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According to the same study some members of prepayment 
plans in the San Francisco Bay area did not receive any 
service or cash benefits from their medical care insurance 
plans even though they were ill. 

Of all the members, 35 percent were not ill or did not seek 
medical care. Twenty-nine percent of the members were in- 
eligible for help because they did not have hospitalized ill- 
nesses. Various other reasons accounted for the remainder 
who were ill and received care but not from their prepayment 
plan. Some (2 percent) received public medical care through, 
for example, the Veterans Administration. Less than 5 per- 
cent were eligible but did not avail themselves of the benefits. 
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Table 11.11.—Percentage of members of prepayment medical care plans, by receipt, nonreceipt, and reasons for nonreceipt 


of medical care through prepayment, San Francisco Bay Area, 1947-48 


Percent of 
all members 


Members of plans and reasons for 
nonreceipt of prepaid medical care 


fees R21 be te SEE! Oa ie 100. 0 
Received prepaid medical care for at least 
One diiness eo | eee wees 17.5 
Not ill or ill with no medical care_________- 34. 9 
No prepaid medical care for any illness___-_- 47.6 





1 Not necessarily a member of prepayment plan at date 
of illness. 

2 Women with a child born during the year, who also 
reported other illnesses, are classified according to the 
reasons for ineligibility of the other illness. Those with 
no other illness who were ineligible for maternity benefits 
are included under ‘‘other reasons.” 

3 Plan did not cover first two visits, refractions, or various 
other conditions, or case was not eligible for maternity 
benefits, or informant reported that illness occurred when 


Percent of 


Members of plans and reasons for 
all members 


nonreceipt of prepaid medical care 


All illnesses ineligible: 2 
Notihospitalizedi zs <2 see ee 28. 
Other'ressous 85S os dS ano. oa Le: 5. 
All medical care through free agencies, ete.4_ 2. 
No medical care except drugs._____.__----_- 2. 
Eligible if a member when ill !__..____---- 4 
Eligible but did not use prepayment. ------ 4 


the person was not a member of prepayment plan, or that 
illness was ineligible for nonspecified reason. 

4 All medical care, or all except minor expenditures, 
provided by workmen’s compensation, the Veterans’ Ad- 
ministration, school clinics, part-pay clinics, ete. 


Source: Emily H. Huntington. Cost of Medical Care: 
The Expenditures for Medical Care of 455 Families in 
the San Francisco Bay Area, 1947-48, p. 74, table 28 
(Berkeley, Calif., 1951). 
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Benefits offered by the various prepayment plans differ not 
only in the extent of hospital or medical services to which the 
subscriber is entitled, but also in the type of benefit provided. 

Benefits may be either cash indemnity, service or a com- 
bination of indemnity and service. Cash indemnity benefits 
provide for a money payment to the insured, corresponding 
to a fee schedule set forth in the prepayment plan contract. 
The cash indemnity benefit usually does not fully meet the 
cost of the service for which the individual was insured. 
Practically all of the medical care insurance policies of com- 
mercial carriers in force in 1950 provided cash indemnity 
benefits. 

Under service benefits, the individual is provided with the 
hospital, surgical or medical services for which he is insured 
and the prepayment plan pays the institution or individual 
rendering the service. These plans undertake to cover the 
full cost of the specified insured services without any (or a 
very nominal) charge at the time service is needed. About 
68 percent of Blue Cross members have contracts providing 
service benefits for room accommodations. Most of the 
members (about 87 percent) of the independent plans pro- 
viding comprehensive hospital and medical care also receive 
service benefits. In many cases, these benefits are provided 
in conjunction with a group practice system and in facilities 
of the plan itself. 

In some plans offering surgical and medical benefits, only 
the members with incomes below a specified amount are 
entitled to receive, without any additional charge, the service 
for which they are insured. For members whose incomes are 
above the specified amount, cash indemnity payments, ac- 
cording to the contract fee schedule, are made and physicians 
may charge the insured an additional amount. About 66 
percent of Blue Shield members are enrolled in plans pro- 
viding such combination benefits. 
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Table 11.12.—Number and percent of enrollment in medical care insurance plans having cash indemnity, service, and 
combination benefits by type of insurance organization, 1951 





Insurance Organization 














Insurance companies: 
Group insurance: 


EVOSDIUEI Seen en ee | hae Se ee 


Surgical and/or medical 
Individual insurance: 


MEE RE ee ee ea a Sere Me ree ae nk 
Sureical-and/ormmedicalizt Sis: sai aeet Seems os 
OE Cas a ies BS i ea: ice dae? 
Pmeesiieid and other’... 22k JPR 
Independent Comprehensive 5______._____________-----_- 





Type of benefit 
Percent 
All types 
Number ! 

(thousands) beg ua Service Combination 
=e 26, 663 100; 0 sik 2S ee ee ge ee eee 
ers 26, 376 98-41 | HEAR Ee «hae 1.9 
i 21, 574 LOO. 0" baz ae a ace ae ee ee 
zie 16, 395 9054 ares > .6 
=e 38, 421 19. 0 267.8 313.2 
04 22, 433 Sil Be 2.9 65. 9 
ae 2, 495 13. 4 S636 4\ee ee 














1 Total gross enrollment not adjusted for duplication. 

2 Includes 6 plans with an enrollment of 4,322,000, 
which offer alternative contracts, one of which requires a 
per diem payment (usually $1 or $2) by hospitalized 
member. 

3 Plans offering certificates for either cash indemnity or 
service benefits. The distribution of members having 
each type is not known. 

4 Excludes 3 plans, with an enrollment of 58,527 for 
which information on type of benefit was not available. 


5 1949"data. 


Sources: Blue Cross Commission. Membership of 
Blue Cross Plans as of Dec. 31, 1951 (Chicago, IIl.). 

Blue Cross Commission. Blue Cross Guide. (Chicago, 
Ill., January 1951.) 

Blue Shield Commission. 
Dec. 31, 1951 (Chicago, IIl.). 

American Medical Association. Voluntary Prepay- 
ment Medical care Plans (Chicago, II]. 1951). 

Agnes W. Brewster. Independent Plans Providing 
Medical Care and Hospitalization Insurance in 1949 in the 
U. S., 1950 Survey, p. 35, Social Security Administration 
(Washington, D. C., 1952) 


Blue Shield Enrollment, 
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Variations in annual premium charges for Blue Cross and 


Blue Shield membership arise from many factors. Most im- 


portant are the differences in services provided. Even where 
two contracts provide for semiprivate accommodations, for 
example, one may provide all necessary hospital laboratory 
services and the other may provide very limited laboratory 
benefits. Other factors also influence premium charges: 
plans providing service benefits charge higher premiums than 
those providing cash indemnity payments; policies secured 
through a group contract (under which a specified percent of 
all employees in a given establishment must be enrolled) are 
less expensive than individual contracts; some areas have 
higher hospitalization rates or higher prevailing physicians’ 
fees and these are reflected in higher premium charges. 

In the following tabulation Blue Cross group rates and 
Blue Shield group rates are shown for 1951. Insofar as 
possible, only contracts with similar major provisions were 
included in the tabulation. All the Blue Cross contracts 
tabulated are service contracts providing semiprivate accom- 
modations. The Blue Shield contracts are those providing 
medical as well as surgical benefits. The average annual 
premium for the specified type of Blue Cross family contract 
was $45 and the average Blue Shield family premium was 
$36. Blue Cross premiums ranged between $19 and $67 per 
year and Blue Shield premiums between $24 and $62 for a 
family. 
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Table 11.13.—Annual premium charges under group contracts, Blue Cross and Blue Shield, 1951 


Blue Cross semiprivate accommodations ! 


1 person 2 persons Family ? 
LMEDOCG |, ME a ple SO POS © ge SR eli crt he BERN ore af Sr Eee tr te, pe a ee $18 $31 $46 
Eee tee an Peeerer ne.) atl Le ote Ste RSA ee ee 19 31 45 
ee RL ME a EO ot ee Sree? Speed Coat mG eee SS ee Te 9-29 24-46 19-67 


Blue Shield Medical-Surgical Contract 3 





1 person 2 persons Family 3 

GG tries eee ene ene). Lt Soh ee Se Dee sg ped $13 $24 $34 
oy epee ee eee se bo Se eee wens ete e bh 14 26 36 
Baer ret eee AS ath gas OS oe Sse eee ately 8-42 20-38 24-62 

1 Based on 41 Blue Cross plans having one or more Sources: Blue Cross Commission. Blue Cross Guide 
certificates providing semiprivate accommodations. (Chicago, Ill., January 1952). 

2 Where rates were given for each child covered, the American Medical Association. Voluntary Prepay- 
family premium was computed to represent a family con- ment Medical Care Plans (Chicago, Ill., 1952). 


sisting of subscriber, spouse and 2 minor children. 
3 Based on 57 Blue Shield plans; excludes those with no 
medical care and those with combination hospital benefits. 


3 


0 


Premiums for group insurance issued by commercial insur- 
ance companies vary considerably, depending not only upon 
the company and the amount of benefits offered but also 
upon the composition of the insured group. Thus, premiums 
are higher for groups with a high percentage of females and 
for more hazardous occupational groups. Under the new 
major medical expense (catastrophe) insurance now being 


issued, some insurance companies also adjust their premiums 


for such factors as the age and income of the insured popula- 
tion and the area in which they live. 

According to this table, the annual premiums for more or 
less comprehensive benefits for an employee and for his 
family under group insurance would amount to $198. Major 
medical expense insurance, covering up to 75 percent of the 
expenses for any illness, after the first $100 and up to a maxi- 
mum of $5,000, would cost $78 annually for the family. 
These premiums are for a moderate-size group in a nonhaz- 
ardous industry, assuming 25 percent of the insured are 


females and assuming a normal age and earning distribution. | 
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Table 11.14.—Approximate annual premiums for various types of benefits for employees and families under insurance 


company group policy, 1952 








Type of benefit 








Approximate annual gross 
premiums ! 











For each 


family unit 2 


$51. 


48, 


00 


. 00 


. 00 


00 





For each 
employee 
Hospital expense insurance: 
Plan providing for each hospitalization a maximum of: 
(a) $10 per day for room and board, up to 70 days, and $200 for other charges, or 
AE OURO A LCE OT yen eee eee ee ee | A $23. 00 
Surgical insurance: Plan providing surgical schedule with $300 maximum____-____-___-__- 11. 00 
General medical insurance: 
(1) Comprehensive plan providing $5 for home visit, $3 for hospital or office visit—-_ _-__ 19. 00 
(2) Plan providing $5 for home, $3 for hospital or office visit, limited to disabling 
MInGsSTANOLGXCHICING MElAG GWO. UIGl ts sale eee rarer See ae Se 7. 00 
(3) Plan providing $3 for each day of hospitalization, maximum $150_-___--_--------- 1. 50 
X-ray and laboratory expense insurance: Plan providing scheduled amounts, maximum of 
SND) 25 SARITA 2 Ath ee lal aa nel: Bea SoM te pt te Set ay iD RR a > le de Si aoe ee 4. 00 
Major medical expense insurance: 
(1) Plan limited to periods of hospitalization and 6 months thereafter, providing 75 
percent of expenses in excess of a deductible equal to $500 or the benefits paid 
under the other forms of insurance, whichever greater; maximum $5,000 for any 
ERD STE) TE THRE SIS alle a eee ET oe se ch dered of ea RS aS ae 16. 00 
(2) Plan providing 75 percent of expenses of any illness in excess of a “deductible” 
equal to the sum of $100 and the benefits paid under the other forms of insurance; 
asain so; OOO Mom any cause of iliess Fos foe Sees ee ee ee ee eee ete 30. 00 
1 Initial annual gross premiums for moderate size group 2 In addition to cost for employee. 


in a nonhazardous industry having 25 percent of the 
insurance on females and having a normal age and earnings 
distribution. Rates shown are before dividends or United* States 
premium refunds. 3 


Source: J. Henry Smith. A Look at Modern Health 
Insurance, chapter 9. Chamber of Commerce of the 
In process (Washington, D. C., 1952). 
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Because of differences in the scope of benefits, in the types 
of plans and methods of providing benefits, and in the loca- 
tion of the plans (in medical service areas with differing 
costs), it is difficult to generalize about premiums for compre- 
hensive prepayment plans. 

Plans charging very low premiums are often subsidized by 
employers or by other means. According to a study by the 
Social Security Administration, a family of four belonging to 
a comprehensive plan in 1949 paid on the average between 
$72 and $96 annually for insurance against most of the costs 
of hospital and medical care. 
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Table 11.15.—Annual premiums for family of 4, independent comprehensive plans, 1949 
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Annual contribution for family 
of 41 














Number Number of Annual contribution for family | Number 
of plans ? members of 41 of plans ? 
58 ETO. O08. \Pno0- 012 ees So eee eee 8 
Sye-S84_ essa. HOt see e Rare te 4 

10 220 O20): | DOeCOO 0. 22S eee 2. a eae, eRe 4 

12 36403991) | $S96eS8108ib oo he Su Lice iat Be 4 

8 71, 465 SLOSS 12008 wees ae ose ee ay 

3 17, 103 SLZ0 an dio verses ao Ss ae 1 











1 Including subscriber. 


2 Comprehensive plans usually include hospitalization 
and physicians’ services in home, office, and hospital. . 


2347683 —53——24 


Source: Agnes W. Brewster. 


in the United States, 





Number of 
members 


395, 820 
33, 252 
252, 440 
309, 700 
78, 316 
595 


Independent Plans Pro- 
viding Medical Care and Hospitalization Insurance in 1949 


Administration (Washington, D. C., 1952). 


1950 Survey. Social Security 
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According to data submitted by the Health Insurance 
Council, 73.6 percent of medical care insurance premiums 
earned by commercial companies is paid out to policy holders 
as benefits for hospital, surgical or medical expenses. A 
higher proportion of ‘premiums earned” is paid in benefits 
under group insurance policies than under individual insur- 
ance. For group insurance it is estimated that 88.9 percent 
of the premium dollar is returned in benefits while for indi- 
vidual insurance this is much less, 52.3 percent. 

If this percentage is calculated on gross premiums rather 
than on premiums earned—1. e., premiums minus dividends— 
the percent returned in benefits for all commercial insurance, 
hospital, surgical, and medical policies is 72: for group 
insurance it is 86 percent and 51 percent for individual 
insurance. 
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Table 11.16.—Estimated premiums, benefits, and percent of net premiums used for benefits under health and acci- 
dent policies of commercial insurance companies, 1951 








Type of Insurance 


All health and accident insurance, U. 8.:1 


Hospital, surgical, medical expense__________________- 
RMISUMetT OM Gel Steen. ee ee 


Group insurance: 


Hospital, surgical, medical expense__________________- 
PMG L ber DeNei ine ae meme | BPE AE REE 2 


Individual insurance: 


Hospital, surgical, medical expense_____._.._._..__.-% 
mirouner Denehta. Ae cepa. olooule, eu 2k rhb. 2y 

















Millions of dollars 

Percent of 

Premiums Premiums bette 
written caited Benefits earned used 

for benefits 

(1) (2) (3) 

ce 810. 3 788. 0 580. 0 Yono 
as 762. 8 FPA, 445. 0 61. 2 
ES. 473.3 459. 0 408. 0 88. 9 
ome 379. 8 354. 0 287. 0 81.1 
Gest solu 329. 0 172.0 52.3 
bts 383. 0 373. 0 158. 0 42. 4 











1 This information on premiums and benefits is esti- 
mated by the Health Insurance Council in the following 
way. ‘The aggregates of premiums and benefits reported 
in the Spectator Accident Register were reduced by the 
estimated amount of Canadian business included. Esti- 
mated adjustment expenses which were included with 
benefits incurred in the Spectator Accident Register, were 
also deducted. These were estimated at 1.7 percent of 
net premiums earned in the case of group insurance and 
3.2 percent for individual insurance, the former ratio being 
based on 1951 data of the seven largest group writing 
companies and the latter being based on a special survey 
of individual business in 1949. The group insurance 
premiums were separated by type of benefit on the basis 


of premiums written by type of benefit as given in the 
Survey of Group insurance of the Life Insurance Associa- 
tion. The corresponding separation of the individual 
business was made by applying to the mean amount of 
coverage according to the United States Chamber of Com- 
merce survey, the estimated average premium per person 
or per $1 of weekly indemnity. Loss ratios were then 
estimated consistent with those indicated by the 1950 
experience adjusted to the level of the 1951 experience so 
as to reproduce the aggregate benefits incurred.” 

2 All other benefits include cash disability, death, dis- 
memberment and other benefits. 


Source: Health Insurance Council. Unpublished data. 
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According to the Blue Cross Commission, about 90 percent 
of the earned subscription income of their plans is used to 
provide hospitalization benefits. In the case of Blue Shield, 
the percent of premium income returned to subscribers for 
surgical and medical expenses is somewhat less, about 80 
percent. 

The percent of the premium dollar used for benefits varies, 
depending upon the size of the plan. Blue Cross plans with 
more than a million members return about 91 cents on the 
dollar, while for plans with enrollment between 50,000 and 
100,000 this is about 84 cents. In Blue Shield the range is 
from 81 to 77 percent, according to the size of the plan. 
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Table 11.17.—Earned subscription income, benefit expenditures, and percent of income used for benefits, by size of Blue 
Cross plan, United States, 1951 














Tarned ears Hospital expense 
; scription in- 
Size of plan oheenees vee Amount 
(thousands of (thousands of Percent of 
dollars) dollars) earned income 
All plang ?_. 2.2. ES 5 SN a 82 505, 487 454, 007 89. 8 
RNY SOUNDED So es fg ed 10 271, 877 248, 230 91.3 
500, 000-1, i neweram eee ts eee oe eee 12 107, 705 96, 321 89. 4 
200, 000-500, OOD eitite ss BP) i sasha coh tal) oats x 25 92, 658 81, 194 87. 6 
100, 000-200, He at og lias LN MEROMRCSE SP 5 Ee RE Bs 12 20, 133 : 17, 224 85. 5 
50, 000-100, HOE 0G. ave) Goriics etree sca tel 11 9, 196 7, 720 84. 0 
Less than 50, GLU) i Sai 5 eee ee ee 12 3, 919 3, 318 84. 7 
1 Includes medical-surgical data for 6 plans. Source: Blue Cross Commission. Blue Cross Plans. 


Operating Statement for the 12-month period ending 
December 31, 1951. Mimeographed. (Chicago, Illinois). 


Table 11.18.—Earned subscription income, benefit expenditures, and percent of income used for benefits, by size of Blue 
Shield plan, United States, 1951 



































Medical and/or surgical 
Earned expenses 
Number subscription 
Size of plan of plans income 
(thousands Amount Percent 
of dollars) (thousands of earned 

of dollars) income 
PR a Se ne eka eee oh eee 67 198, 155 153, 883 AIET 
REN INIT RM PAM 5 ol 8 8 se oe pe es eS 10 120, 572 95, 908 19.5 
200, MINNIE ek eee cee sree 18 48, 178 38, 476 79.9 
eRe IM) ee 8 oe oe og ee eee 9 14, 710 11, 933 81.1 
50, 000-100, 000 ey eS Ds oe ee ee 8 5, 251 4, 140 78. 8 
Less than 50,000 oe Ee 4 ee eee Siete eee A 22 4, 445 3, 427 (ural 
1 Includes hospital data for 7 plans. Source: Blue Shield Commission. Financial Experience 


of Blue Shield Plans, Dec. 31, 1951. Mimeographed 
(Chicago, IIl.). 
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Estimates of income and expenditures for 238 independ- 
ently-sponsored prepayment plans in 1949 show that, on the 
average, benefit expenditures accounted for about 90 percent 
of income. This ratio of benefits to income varied from 70 
to 99 percent. 

Industrial plans sponsored by employers, employees or 
unions, alone or in combination, used a higher proportion of 
income for benefits than did other types of independent 
plans. Several reasons may explain this. In some cases the 
employer meets most of the operating expenses of the plan. 
Some industrial plans exclude dependents and, by providing 
services directly for employees only, have simplified their 
administrative procedures. 
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Table 11.19.—Estimated income, benefit expenditures, and ratio of expenditures to income, 238 independent plans, by 


type of plan, 1949 









































Millions of dollars 

oe Expenditures 

Type of plan ! as percent 

Benefit of income 3 

Income expenditures 

“eye Ri Se EL ee eee, . ene were 71.3 63. 6 89. 2 
TelieatAis ee Pe. SL es 2236} Receneees . 5e 2 Le 43. 0 39. 7 92. 3 
eecey = eereee oo re 4g SESS EL Bese dt. Mee be 4.5 4.4 98. 6 
OT Tagen Cae TE Ses ek Lees eee ee See ee » Ses e .- 20. 5 18.3 89. 5 
Employer-employee__________ <2 feta on Sees oon eae 2. eR, yep 12.8 12. 3 95. 7 
Pi DlOVer-UniOnee t1 22a ey POR oe edhe yo 5 MERE # 4 .3 70. 2 
TS 8 ET CIE TR i ya a 10g ae se) Sam 4,9 4,4 91.0 
Drostudusttiale (2. 2 y 2. UTS IE A EO 50. 8 42. 8 84. 1 
VSL YES Se ee ee 5 eee rere : 5. 6 4.8 85. 1 
Wommmiiicyewide 20. 22. 2 en eee hee At : Wd. vf 10. 3 80. 7 
Rmemmrthy CLUNICiE A 3 oh Sa Bel eb eg de, et. soe 10. 0 8. 8 88. 4 
1 Includes 174 comprehensive plans and 64 limited plans. Source: Agnes W. Brewster. Independent Plans 
2 Because of rounding to the nearest tenth of a million, Providing Medical Care and Hospitalization Insurance 


figures do not always add precisely to the totals. 
3 Based on the estimates before rounding. 


in 1949 in the United States. 
tration (Washington, D. C., 1952). 


Social Security Adminis- 
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A comparison of the charges incurred by a hypothetical 
family receiving medical care through group practice pre- 
payment and the charges incurred by the same family, 
paying for medical care on a direct fee-for-service basis, is 
given in the four following tables, based upon unpublished 
data, from the Permanente Health Plan. 

The first of these tables shows the annual utilization rates 
per thousand which are applicable to a hypothetical family 
of 4, a husband and wife with 2 children under 20. ‘These 
utilization rates are based on the experience of a sample of 
Permanente’s membership. They reflect the average use by 
the members, including the one-third who did not use the plan 
at all as well as the one-third who made extensive use of the 
plan. 

The private rate value of these services, based upon the 
private charges of Permanente to nonmembers, is shown in 
the next table. These private rates are compared with the 
fee schedule in effect between the Veterans’ Administration 
and the California Physician’s Service during the same pe- 
riod. For hospital services, physicians’ calls in the hospital 
and some other services, there are no comparable fees under 
the VA schedule. For some other types of services the 
range of possible fees is given. From this it appears that 
the private rates charged by Permanente are in the lower 
range of VA—CPS fees. 

The third table shows the cost to the hypothetical family 
of four if they used the average number of medical services 
and were charged private rates. The composition of the 
total medical bill ($166.67) at private rate value for the 
entire family is given. 

The concluding table shows that the private rate value of 
these services for a family of 4 amounted to $166.67, 
compared to the $117.81 which such service would cost a 
Permanente Health Plan subscriber. 

Certain services provided by Permanente, such as immu- 
nization clinic services, ambulance service and other services 
were not priced in this analysis but are available to Perma- 
nente members as a part of their prepayment plan. Also 
Health Plan members who have their prescriptions filled at 
Permanente pharmacies are reported to pay less for them than 
they would pay if purchased elsewhere. If these items were 
taken into consideration, the difference between Permanente 
membership rates and the private value would be somewhat 
greater. 
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These tables are based on the utilization of average amounts 
of service as established by study of a sample population 
group enrolled in a group practice prepayment plan. Basing 
cost to the consumer upon this average utilization of services 
by a hypothetical family, it is obvious that they would have 
had to pay a higher sum for equivalent services if they had 
not belonged to the group-practice prepayment plan. It also 
appears that services under the individual fee-for-service 
method with rates accepted as fairly standard (Veterans’ 
Administration), would be just about, if not more costly than 
under the group practice private rates. 

These tables suggest the economic advantages both of group 
practice and of prepayment. 

However, for the individual family this is only one way of 
looking at group-practice prepayment. The attractiveness 
of prepayment membership in any one year might not be 
merely the difference between $118 and $167, but rather the 
difference between budgetable premiums and stipulated extra 
charges on the one hand and unpredictable medical expenses on 
the otherhand. The savings to the hypothetical family of ap- 
proximately $50 a year, even though it represents a very 
significant portion of budgeted medical care payments, is not 
nearly as attractive as a potential saving of $500, $1,000 or 
even $5,000, an expenditure which might result from a serious 
illness in any one year. 
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Table 11.20a.—Annual utilization rates per 1,000 members for specified age-sex groups, May 1949 to April 1950 





[Based on 6,667 Permanente Health Plan members] 


























Physicians’ services Other out-patient services 
Member Surgical Hospital xray 
Out- |tome| Proce- ae oe ik a Physical| Minor 
patient dures é Basins Diag- Treat. therapy | surgery 
hospita nosis ment 

mul mallee ort Loe. | 2482 38 (1) 684 639 323 31 296 34 

Adult female__________ 4, 222 63 (1) 1, 018 1, 207 422 48 197 30 
Children under 20 years 

of age: 
Male Sea eIE ie, L)* 26620 p96 (1) 392 356 133 10 33 46 
Remaig 724M 2 | 2,411 93 (1) 248 401 109 18 a 20 








1 Because of the nature of the Permanente Health Plan 
operation it is impossible to show physicians’ in-patient 


hospital services. 


Nurses 
home 
calls 


81 
122 


311 
243 


Source: Permanente Health Plan, unpublished data. 
Permanente Foundation (Oakland, Calif.). 
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Table 11.20b.—Estimated volume and private rate value of services to 100,000 population using utilization rates and 
private rate charges based on sample study of Permanente Health Plan members 























Permanente Health Plan 
——| Veterans vanes rat 
4 ali- 
Service Estimated vol- Total pri- sia Pac ted e Ro 
ume of services Average private rate vate rate ice? : 
per 100,000 value of services value of 
population services 
Services— Permanente rate and 
volume 
Hospital services 22-2 ee ee 68,500 (days) _| $22.50 per hospital day___|$1, 541, 250 | (@). 
Physicians’ services to hospital | 68,500 (days)_| 14.19 per hospital day__- 972,015 | @). 
patients.4 
Out-patient physicians’ services___| 311,600_____-_ 4.39 per Visit. 22 oes oe 1, 367, 924 | (3). 
Out-patient laboratory services__--| 75,100____-__ 4.27 per service_—.-.--- 320, 677 | @). 
Out-patient X-ray services: 
Diagnosisy 22. Gite Tost ace y 29,400... 10.53 per examination___ 309, 582 | (3). 
reatmentacu: liso tateeu ee 310020... 6.00 per treatment_-_-_-~-- 18, 600 | (). 
Other out-patient services______ ~~ by, 50022." aa 3.00 per service. lo Ua 52000 W(F)e 
Out-patient minor surgery________ 3, c005). \ ees 5.40 per service... __- 17, 820 | (). 
Nurses’ house calls_/--22__2-2.42- 16,200 55 0 3ae 3.00 per call? {ero eee. 48, 600 | (). 
Selected services— Permanente and 
Veterans Administration rate 
Hospital services 222 5.4.0 ssh see Pele ne fae 2d 22.50 per hospital days 252 eo (yo 
Physicians’ services: 
‘Lo. hospital patients. 222 262i ee 2. ae 14.19 per hospital day___ (5). 
To ambulatory patientse 222 2\i ee ow + Lae 4.39er visit yay. eee es $2.50-$15.00 (range).® 
‘Torpatients' at homes =e. eee. eee eae 5.Q00%per chll ie 2. 2te ake eee .3.75— 15,00 (range).? 
Out-patient laboratory services____|______________ 4.27iper service Urea ey a: 1.50— 10.00 (range).® 
Out-patient X-ray services: 
Examination: oust ee ee ae ee 10.53 per examination. (2. 022. 1.25— 25.00 (range).® 
Treatiient 23/6 5/e 54204 ake Bie an le wie enh 6.00 per treatment______ A Lite Sia Lo iee 5.00— 100.00 (range).!° 








1 Fee schedule for medical services submitted to Veter- 


ans Administration by California Physicians’ Service, 
effective Dec. 1, 1948, to May 31, 1950. 

2 Excluding professional services. 

3 It is not possible to make exact comparisons of these 
items. Range of fees for comparable services are indi- 
cated below, with explanatory footnotes. 

4 Amount of $14.19 per day for Permanente includes 
private rate charge for surgical services as well as physi- 
cians’ visits to hospital patients. 

5 Not applicable. 

6 First office visit, $5; subsequent visits, $2.50 for routine 
examination and care. By specialists, first visit for con- 
sultation, $10; subsequent visits, $2.50. Examination by 
internist to determine diagnosis, $15. Examples of fees 
for special procedures are: bronchoscopy—$25 private 
rate at Permanente, and $50 (including after-care) under 
the California Veterans Administration fee schedule; 
fracture, carpal bone, reduction and dressing—$10 private 
rate at Permenante and $25 under the California Veterans 
Administration fee schedule; cornea, removal of foreign 
body—$7.50 (one or more) private rate at Permanente 
and $5 (simple) under the California Veterans Administra- 
tion fee schedule; paracentesis, thoracic—$12.50, private 








rate at Permanente, and $5 under the California Veterans 
Administration fee schedule. 

7 First home day visit, $5; subsequent visits, $3.75. 
Home night visits, $7.50. By specialists, consultation in 
home, $15; subsequent visits, $3.75. 

8 Veterans Administration fees for some common labo- 
ratory tests are: urinalysis, $1.50; complete blood count, 
$5; basal metabolism rate, $5; blood culture, $5; sugar 
tolerance, $10. 

9 Examples of diagnostic X-ray fees, including interpre- 
tation, under Veterans Administration are: abdomen 
(KUB), $10; colon, barium enema, $15; gall bladder, 
Graham, $15; GI series without barium enema or cholecys- 
tography, $25; fluoroscopic examination, $5; hand, $7.50; 
tooth, $1.25. 

10 Hxamples of X-ray treatment fees are: cancer, super- 
ficial (depending on size, location, and technical difficul- 
ties), $10-$100. Preoperative irradiation, short intensive 
course, $50 total. 

Sourcrs: Permanente Health Plan, unpublished data. 
Permanente Foundation (Oakland, Calif.). 

California Physicians’ Service. Fee Schedule for Medi- 
cal Services. Veterans Administration (Washington, 
D. C., Dec. 1, 1948, to May 31, 1950). 
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Table 11.20c.—Estimated private rate value of services provided to family of 4, based on utilization rates of a sample of 
Health Plan members, May 1949 to April 1950 





Average private rate value ! for 





























Member Physicians services Other out-patient services 
Hospital 
Out- . Ror vice | Labora- Physical) Minor Nurses 
Total patient Home | Hospital tory X-ray therapy | surgery ae 
Total,? family of 
ee $166. 67 | $50.68 | $1.46 | $34.65 | $53. 22 | $10.95 | $11.12 | $1.65] $0. 67 $2. 28 
Percent... 2425 Ja 100.0 30. 4 0.9 20. 8 31.9 6. 6 Gar 1.0 0. 4 1.4 
Adult Male___...._.__ $47. 27 | $11.63 | $0. 21 $9. 86 | $16. 79 $2.97 | $4.31 $0.97 | $0. 27 $0. 27 
Adult Female_________ $65. 42 | $19.14] $0.31 | $13.45 | $22.03} $5.16 | $4.26] $0.57 | $0.15 $0. 35 
Children under 20 years 
of age: 
it goa eee a ee $31. 28 | $10.50 | $0.48 | $7.40 | $883 | $1.40] $1.43] $0.10] $0.21 $0. 93 
Remalow sccm 1/3 $22.70 | $9. 41 $0.46 | $3.94 | $5.57 | $1.42 | $1.12] $0.01 $0. 04 $0. 73 
1 Private rates established by Permanente Health Plan. Source: Permanente Health Plan, unpublished data. 
2 Based on a sample of 6,677 members. Permanente Foundation (Oakland, Calif.). 


Table 11.20d.—Estimated charges for services for family of four belonging to Permanente Health Plan, and with private 
rate charges applied to services as utilized by Permanente Health Plan members 














Permanente Private rate 
Health Plan value 
Family of 4: 
PCE SL eT PEe Tia Ati een ee Me eres eee ee SU Cy a ae Mg han oe Be 
EXUTREC UAL? Cs pe eee nt ower eee Pee oe ke see ZOLAUS |S ye te ee 
TROT. seus Eye ha ys a ie a ns, eee ek 117. 81 $166. 67 


SourcE: Permanente Foundation. Unpublished data, Permanente Health Plan (Oakland, Calif.). 
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